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Epitor’s Note: This is the first of three articles based 
on the author's experience while with the War Production 
Board in Washington, D.C. 


AR BREEDS scarcity which in turn 
begets inequity in distribution. 
Scarcity does not manifest itself uni- 
formly over the market but varies geo- 
graphically, among types of dealers, 
groups of consumers, and even among 
individual dealers and consumers. This 
erratic behavior gives rise to the chief 
problem of controlling the distribution of 
consumers’ goods during wartime, that 
of securing their equitable distribution. 
This discussion will deal with certain 
attempts of the War Production Board 
and other defense agencies to promote 
the equitable distribution of consumers’ 


goods by methods short of rationing. The 
fear of rationing and the reluctance to 
use it were probably keener and more 
widely prevalent within the defense 
agencies than among the general public 
—almost as much so as among business 
men. Hence it probably was not em- 
ployed as generally as it should have 
been.! 


Wuat Is EquitasB_Le DistrispuTion? 


The various concepts of equitable dis- 
tribution accepted either patently or 


1 The war effort probably would have benefited had 
a number of additional articles (such as work clothing, 
work gloves, and heavy winter underwear, which are 
very scarce and vital to the war effort) been rationed 
instead of allowed to flow without such control. 


3 








4 


THE JOURNAL OF MARKETING 





tacitly by the several war agencies in- 
clude one or more of three elements: 

1. Controls should be applied directly 
to make sure that a scarce supply is dis- 
tributed among consumers substantially 
according to individual need. Those who 
accepted this as the sole element in the 
concept of equitable distribution favored 
rationing. Although many rationing 
schemes were based upon the idea that 
the need of every person was equal to 
that of every other, in rationing some 
articles such as gas, tires, and fuel oil, 
consumers were divided into classes and 
all members of each class were treated 
alike. The expense and inconvenience of 
rationing limited the extent to which 
this concept has been accepted. Certain 
products are of such vital importance to 
consumers, and their supply must be 
replenished so constantly, that it has 
been necessary to pay the price of ration- 
ing them, however. 

2. A scarce supply should be dis- 
tributed among geographical areas and 
localities as nearly as possible according 
to need, and the local trade agencies 
should be relied upon to distribute it 
among consumers substantially accord- 
ing to their needs. This concept involves 
the idea that if there is a supply of an 
article in a community, every consumer 
therein has a substantially equal op- 
portunity to get some of it. 

3. Regardless of the choice made be- 
tween (1) and (2) above, every concept 
of equitable distribution accepted by a 
defense agency has in it a tinge of the 
idea that goods should be distributed 
fairly among the merchants who handle 
them or have been accustomed to handle 
them. 

No defense agency is legally obliged 
to accept this idea as part of its con- 
cept of equitable distribution. The power 
of the defense agencies to control dis- 
tribution flows primarily from the obli- 


gation laid upon them by the Second 
War Powers Act to “allocate materials” 
so as to secure the most vigorous and 
effective prosecution of the war. How- 
ever, they are also charged with allocat- 
ing materials “for the public welfare.” 
Upon this somewhat tenuous thread they 
have hung the distribution controls de- 
signed to promote fairness among mer- 
chants, which political and trade pres- 
sures have forced them to undertake. 
To their very great credit it should be 
said that practically without exception 
these controls have been designed to pro- 
mote fairness among merchants or 
groups of merchants and to serve the 
interests of consumers rather than to 
favor certain groups. 

The efforts toward equitable distribu- 
tion other than by rationing have been 
of two kinds: (1) those which were 
initiated voluntarily by business men 
themselves, either with or without the 
benevolent blessing of the war agencies, 
and (2) those which were initiated and 
conducted by the government. Let us 
first consider the voluntary measures. 


Extent or Use or VoLuUNTARY 
ALLOTMENT SYSTEMS 


Most manufacturers and wholesalers 
of unrationed civilian goods make use of 
some method of allocating output among 
their customers. Of 69 manufacturers 
interviewed in a survey conducted dur- 
ing the summer of 1943 by the United 
States Department of Commerce, §9, or 
86 per cent, allotted their goods on some 
regular basis among their customers 
while 141 out of 205 wholesalers inter- 
viewed, or 69 per cent, also used some 
system of allocation.? Another official 
survey showed that 84 per cent of 184 
manufacturing firms having national 


* E, R. Hawkins and W. F. Crowder, Distribution of 
Scarce Goods, Economic Series No. 26, Bureau of Foreign 
and Domestic Commerce, 1943. 
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Tase I, Percentace DistrisuTions oF WHOLESALERS AND OF MANUFACTURERS, BY METHOD OF ALLOCATING 
Goops Amonc Tue1r Customers, AccorpiInc To Two Surveys, 1943 


























Percentage of Total Firms Using Method or Basis 
P P Wholesal M. turers 
Method or Basis of Allocation — annfacnrer 
Commerce WPB Commerce WPB 
Survey Survey Survey Survey 
To customers in proportion to past purchases 22.4 33.0 56.6 61.0 
To salesmen or territories in proportion to past purchases 20.0 20.0 14.5 7.0 
Favoring old customers 11.2 7.0° 7.2» 3.8 
Favoring small customers 0.5 1.0 
Favoring large customers 2.0 2.9 0.5 
Favoring near-by customers 2.0 cut 
First come—first served 3-9 15.0 13.0 
Equal amounts to each customer 7.8 10.0 2.9 2.0 
Combination of several methods 1.0 12.0 6.0 
Rotating sales 1.5 2.0 
According to post-war prospects of customer 3.0 
No system or according to priorities 27.7 14.5 3:9 
Total 100.0 | 100.0 100.0 100.0 











® Includes all cases of favoritism. 


> Includes favoritism to old customers and small customers. 


sales headquarters in New York City 
used some form of allocation system, as 
did 34, or 85 per cent, of the 40 whole- 
salers interviewed.’ 

The two studies revealed that the 
bases upon which allocations are made 
vary widely among suppliers, as shown 


in Table I. 


THE Two Main MEtTuops oF 
ALLOTTING 


The most popular basis of allotment 
used by manufacturers and wholesalers 
is that of allocating directly to the cus- 
tomer on the basis of his past purchases. 
Wholesalers employ this method only 
slightly more frequently than that of 
allotting to salesmen or territories ac- 
cording to past experience. Under the 


* This survey was made by the Wholesale and Retail 
Trade Division, Office of Civilian Requirements, War 
Production Board, and its results were summarized in an 
unpublished report. The firms included were drawn 
from a wide variety of industries excluding foods and 
those hard goods which were not being produced at the 
time—late 1943. 


latter method each salesman divides his 
territorial allotment among his cus- 
tomers according to whatever formula 
he may develop. This method is em- 
ployed very generally by wholesale 
houses in the hardware and dry goods 
trades.‘ 

The advantages and disadvantages of 
the two systems seem to be about as 
follows. 

1. Mathematical exactness. The prac- 
tice of making the allocations direct from 
the home office to the individual cus- 
tomer is likely to be much more exact 
from a mathematical point of view than 
that of allotting to salesmen or terri- 
tories. If a firm has past records of sales 
by customers, it can apportion a supply 
among them in accordance with past 
purchases with a high degree of mathe- 
matical exactness provided the supply 
is not so small that individual allotments 
to small customers constitute fractional 


‘ Information supplied in conversations and Industry 
Advisory Committee meetings. 
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parts of the usual retail unit of sale.§ 

The salesman is almost certain not to 
have a detailed breakdown of his sales 
by customers, and even if he has such 
figures the labor involved in computing 
an exact proportional allotment is likely 
to be too much for him. 

2. Lack of bias. In this respect also 
the direct method of allocation seems 
preferable. Under this system the allot- 
ments are computed in the central office 
of the selling firm. The work is usually 
done by clerks who know the customers 
only as names on a record and hence are 
under no pressure to practice favoritism 
in making the computations. 

On the other hand, the salesman is 
under considerable pressure to play 
favorites in computing his allocations. 
He knows his customers personally; he 
is more friendly with some than with 
others; he knows that the financial con- 
dition of some makes a certain and liberal 
supply of goods vital to their continu- 
ance in business, while others can suffer 
some degree of shortage and survive; he 
is subject to the influence of innumerable 
factors motivating him to favor certain 
customers—factors which have no bear- 
ing on equitable distribution. A certain 
amount of bribery inevitably occurs 
even though most salesmen charged with 
this practice are undoubtedly entirely 
honest. Many retailers have experienced 
such personal favoritism.® 

Most manufacturers and wholesalers 
allocating to salesmen have found it 
necessary to maintain careful and de- 
tailed home office checks to make sure 
that salesmen do not abuse the power 


5 For example, one wholesale hardware merchant 
had 24 boxes of shotgun shells to divide among 250 
retail customers. 

6 Wholesale and Retail Trade Division, Office of 
Civilian Requirements, War Production Board, Survey 
of Distribution in Wartime, 1944. This survey was made 
in the fall of 1943 and involved interviews with 752 
wholesalers and retailers. Its results have not been 
published for general circulation. 


they exercise under this system. These 
checks vary from the practice of care- 
fully investigating customer complaints 
(a very unsatisfactory check since few 
customers have the courage to com- 
plain) to the maintenance of a complete 
paper allocation system based on past 
records of sales by customers.’ 

3. Adjustment for special local and 
individual conditions. With respect to 
this factor, the practice of allotting to the 
salesmen and allowing them to reallot to 
customers probably has the advantage. 
In fact, this is the chief defense urged for 
this method by those committed to its 
use. They argue that the salesman is 
certain to know more about what is 
happening in his territory—and about 
the real needs of the various communi- 
ties which comprise it and of the several 
dealers who serve those communities— 
than any one in the central office could 
possibly know. 

While this is usually true, the sales- 
man’s greater susceptibility to rumor, 
prejudice, and false information lends 
emphasis to the argument that a fairer 
and more equitable allotment system 
can generally be achieved if the sales- 
man’s appraisal of local situations is 
used to modify a series of allocations 
initially prepared in the home office on 
the basis of the statistical record. Some 
firms alloting to their salesmen recognize 
this fact by supplying to their salesmen 
records of the past purchases of their 
customers, or by checking each sales- 
man’s allotments against such records 
and requiring explanations of all signifi- 
cant departures from allocations based 
on past purchases. 

The chief local factor that should in- 
fluence allocations is population change. 
From the Census Bureau, the marketing 





7 This information was obtained from numerous in- 
terviews with wholesalers and manufacturers on the 
subject and from discussions of it in Industry Advisory 
Committee meetings. 
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research department of a selling firm 
can obtain more accurate estimates of 
population changes than the salesman is 
likely to glean from gossip or local 
chamber of commerce “plustimates.” 

4. Expense and practicality. The prac- 
tice of allocating to the salesman or ter- 
ritory is usually much less expensive 
than that of allotting directly to cus- 
tomers. The number of a firm’s salesmen 
is usually only a fraction of that of its 
customers. For the purpose of computing 
commissions or checking efficiency, a 
record of sales by individual salesmen is 
almost always kept. Often this is broken 
down by items as well. On the other 
hand, many firms can obtain figures of 
sales by customers only as a result of an 
expensive and time-consumiug analysis 
of past accounting records such as in- 
voices or delivery receipts. 

Although it is generally much less ex- 
pensive to allocate to salesmen than 
directly to customers, this advantage is 
offset wholly or in part by the necessity 
to set up and maintain some sort of 
check upon the efficiency and fairness 
with which the salesman does the work 
of reallocation to his customers. The 
maintenance of such checks may require 
practically the same amount of work as 
to operate a program of direct allo- 
cation. 

When merchandise is very scarce it is 
sometimes impractical to allocate it from 
a central point directly to customers, 
since each customer’s allotted share would 
be so small as to be ridiculous or un- 
economic to handle. In such a case it is 
probably best to allot the supply among 
the salesmen and allow each of them to 
place his portion where it will do the 
most good. 


FAVORITISM AND OTHER BASES OF 
ALLOCATION 


_ Inevitably some favoritism creeps 
into every system of allocation. A certain 


amount of it is usually practiced inten- 
tionally and systematica!ly. The average 
seller finds one way or another to favor 
old customers who formerly handled a 
complete line of his products. Some sup- 
pliers systematically favor large cus- 
tomers or those who may be expected 
after the war to take a considerable por- 
tion of the supplier’s output and to buy 
in large lots that are economical to 
handle. A few favor the small buyer al- 
though there has been some tendency to 
discourage his patronage by the estab- 
lishment of minimum order require- 
ments and other similar devices.* Favor- 
itism toward small buyers has probably 
been more characteristic of wholesalers 
than of manufacturers, because whole- 
salers are keenly aware that their welfare 
is inevitably bound up with that of the 
small retailer. 

The available figures do not adequate- 
ly indicate the degree to which favoritism 
has been extended to nearby buyers. 
Both manufacturers and jobbers have 
limited areas within which they make 
shipments, and, whenever permitted 
under OPA regulations, they have aban- 
doned their f.o.b. destination shipping 
terms. The Survey of Distribution in 
Wartime disclosed that firms in the 
western part of the country and in out- 
lying areas suffered especially heavily as 
a result of changes in shipping prac- 
tices.° 

Many buyers near the market have 
found that they can obtain additional 
merchandise over and above the amounts 
allotted to them by the practice of going 
to the market and making nuisances of 
themselves until suppliers sell them small 
amounts of goods to get rid of them. The 
Survey of Distribution in Wartime showed 


® War Production Board, Survey of Distribution in 
Wartime, op. cit. 

* Eighty-six per cent of the merchants complaining 
of location as a handicap in procuring merchandise 
were in the Mountain and Pacific Coast states. 
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that many retailers, who formerly went 
to market three or four times a year, 
now are visiting the supplying center as 
often as 18 to 24 times a year for this 
purpose and also to make sure that they 
actually get the allotments set aside for 
them. 

The practices of allotting equal 
amounts to all customers and of rotating 
sales are especially useful in disposing 
of a supply which is so limited that, if it 
is divided among all customers in pro- 
portion to past purchases, the amounts 
will be uneconomic to ship and handle 
or so small that the retailer cannot di- 
vide them among importunate ultimate- 
consumers without angering most of 
them. In such a situation the practice of 
dividing the supply equally among all 
serves to give at least some merchandise 
to every customer so that no one of them 
can claim that he is the victim of dis- 
’ crimination. However, it is unfair in that 
the small buyer gets more than he is 
entitled to, while the large customer gets 
less than his fair share. 

The practice of rotating sales enables 
the supplier to ship in lots that are eco- 
nomical to handle and, over a period of 
time, achieves substantial equity in dis- 
tribution. Although the figures shown in 
Table I indicate the contrary, it probably 
is practiced more generally by whole- 
salers than by manufacturers. Under 
this system a jobber divides a given ship- 
ment from the manufacturer among a 
selected group of his customers thereby 
giving each retailer enough so that he 
can supply most of his consumer- 
customers; the next shipment is then 
divided among a different group of cus- 
tomers, and the process is continued 
until all have been supplied with at least 
a small amount of the merchandise. This 
results in spotty and untimely distribu- 
tion, although on the surface it seems 
fair and equitable. 


SoME PROBLEMS IN ALLOCATION 


Most suppliers allocate their scarce 
goods on the basis of the customer’s 
total purchases of all items instead of 
his purchases of the specific scarce item 
that is being allocated. Only 12 per cent 
of the manufacturers and 3 per cent of 
the wholesalers included in the Depart- 
ment of Commerce survey, and 7 per 
cent of the manufacturers and 8 per cent 
of the wholesalers interviewed in the 
War Production Board study, attempted 
to allot the supply of a scarce item on the 
basis of the customer’s past purchases of 
that item. 

The over-all method is most commonly 
used because many suppliers can develop 
records of sales-by-items-by-customers 
only through making an analysis of the 
invoices or delivery receipts sent out 
during the base year, a process which 
would be prohibitively expensive in 
terms of both money and manpower. 

Obviously the over-all method falls 
short of achieving equitable distribution 
because it often results in a distribution 
not at all in accordance with need. For 
example, the average dealer in an insect- 
infested section of the country includes 
much larger amounts of screen-cloth in 
his total purchases from each wholesale 
supplier than does the average hardware 
retailer the country over. When the over- 
all method is used, dealers in such sec- 
tions get the same amount of screen-cloth 
in proportion to their total purchases as 
do those in areas not so grievously 
plagued by insect pests. Screen-cloth 
does not go where it is most needed. 

About 36 per cent of the manufacturers 
and 23 per cent of the wholesalers in- 
cluded in the War Production Board 
survey reported that they reckoned their 
allotments of scarce items in terms of 
physical units; the remainder allotted in 
terms of dollars. Physical units obviously 
provide a more equitable basis. 
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Base Periods Used. The Department of 
Commerce survey showed that in 1943 
the base year in most general use in al- 
lotment systems was 1941. The distribu- 
tion of suppliers’ allotment systems 
among the several possible base periods, 
as revealed by the War Production Board 
study, is presented in Table II. 


Tasie IJ. Percentace Distrisutions or Manvu- 
FACTURERS AND OF WHOLESALERS BY BASE PERIODS 
Usep 1n Tuerr Systems ror ALLocatinc Goops 
Amono THEIR CusTOMERS, 1943 

















Percentage of Total 
Firms Using Base 
Base Period Used Pats 
Manufac-| Whole- 
turers salers 
Average 1938, 1939 and 1940 0.9 
Average 1939 and 1940 0.9 
Average 1939, 1940 and 1941 0.9 
Average 1940 and 1941 ye 
Average 1940, 1941 and 1942 6.2 
1941 14.3 16.0 
Average 1941 and 1942 8.9 38.0 
1942 55.4 16.0 
Average 1942 and 1943 1.8 
“Recent years” 1.8 
Preceding half-year 0.9 
Preceding quarter 0.9 
No information on this point — 30.0 
Total 100.0 100.0 











The equitableness of an allotment sys- 
tem is affected to a considerable extent 
by the base period used. If a system is 
based on a year prior to 1942, it com- 
pletely fails. to reflect changes in popula- 
tion and geographical shifts in the in- 
tensity of need arising from other causes. 
The use of 1942 or 1943 as a base year 
causes the system to reflect such shifts 
in some degree. The use of the im- 
mediately preceding half-year or quarter 
merely tends to perpetuate any maldis- 
tribution which existed then. The same 
is true of the practice followed by some 
suppliers whereby during 1942 allot- 
ments are made on the basis of 1941 


sales; during 1943 merchandise is allotted 
on the basis of sales during 1942, and so 
on. This practice perpetuates the malad- 
justments that prevailed during 1941 
and precludes any allowance for geo- 
graphical shifts of need since that year. 

Need for Follow-up. The fairness of an 
allocation system depends in some de- 
gree upon the extent to which the sup- 
plier takes the initiative in making sure 
that each customer gets his allotted share. 
The Survey of Distribution in Wartime 
disclosed that only about 55 per cent of 
the merchants interviewed found it safe 
to depend upon the suppliers’ initiative 
in the distribution of allotments. Slightly 
more than 45 per cent of the buyers 
learned after varying periods of anxiety 
and disappointment that, if they wished 
to be sure to get the allotments set aside 
for them, they must visit the supplier’s 
office, call the supplier’s salesman, or 
take other active steps to capture their 
allotments before they were dissipated 
in extra allowances to more aggressive, 
more profitable, or more favored ac- 
counts. 

A much larger proportion of the re- 
tailers (51 per cent) than of the whole- 
salers (39 per cent) found it necessary to 
solicit their suppliers actively in order 
to make sure of getting their allotments. 
Those suppliers most desirous of achiev- 
ing equitable distribution informed each 
customer of the amount allotted him and 
when and how he could obtain it. 


SHORTCOMINGS OF VOLUNTARY 
ALLOTMENT SYSTEMS 


The suppliers’ voluntary systems of 
allocating scarce merchandise to their 
customers have failed to achieve equi- 
table distribution according to need. To 
some extent this failure results from 
shortcomings of the systems of individual 
suppliers. In part it grows out of the fact 
that the various individual systems used 
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in a trade, viewed as an over-all trade 
system, fail to fit evenly over the whole 
body of customers and leave good-sized 
nooks and crannies of unsatisfied need. 
Several factors are responsible for this 
general failure. 

1. Changes in population. Very few 
suppliers, either manufacturers or whole- 
salers, make systematic allowances in 
their allotment systems for the changes 
in need resulting from shifts in popula- 
tion. The Department of Commerce 
study reported this conclusion but no 
figures were given to substantiate it. The 
War Production Board found in its 
survey that 70 per cent of the manu- 
facturers and 55 per cent of the whole- 
salers interviewed made no attempt to 
adjust their allowances for this factor. 

Of the manufacturers who did make 
such adjustments, over half simply gave 
general preference to defense areas with- 
out using any systematic basis; about an 
eighth left such adjustments to their 
salesmen; about a tenth made special 
allowances when local pressure was 
brought to induce them to do so; about 
§ per cent set aside a “kitty” out of 
which adjustments were made on some 
definite basis. About the same propor- 
tions prevailed among wholesalers mak- 
ing such allowances. These haphazard 
adjustments fell far short of meeting the 
needs of the situation. Only 3.9 per cent 
of the merchants interviewed in the 
Survey of Distribution in Wartime re- 
ported that their suppliers made adjust- 
ments for changes in need resulting from 
population shifts. 

While these shifts of population have 
not been so great as to cause serious dis- 
locations in the prewar patterns of need 
prevailing over large areas, such as states, 
in specific small communities they have 
been so fantastic as to cause serious 
shortages—usually at vital points where 


defense plants or army cantonments are 
located. 

The estimates of the Bureau of the 
Census indicate that between April 1, 
1940 and March 1, 1943, the county in- 
creases in population totaled 3,983,000 
while the decreases aggregated 6,792,000 
—not a tremendous dislocation when 
computed on a percentage basis. The de- 
creases were much more uniform than 
the increases; 2,291 counties having suf- 
fered a decline of more than ¢§ per cent; 
1,729, more than Io per cent; and 956, 
more than 15 per cent; while only 276 
had enjoyed an increase of more than 5 
per cent; 170, more than Io per cent; and 
130, more than I§ per cent. 

On the other hand between April 1, 
1940 and November 1, 1943, the popula. 
tion of Solano County, California, in- 
creased 103 per cent; that of Contra 
Costa County, California, 118 per cent; 
that of Inyu County of the same state, 
123 per cent. Clark County, Nevada, 
increased its population 122 per cent and 
Mineral County, Nevada, enjoyed a 
growth of 572 per cent. These tremen- 
dous sudden ‘local increases of popula- 
tion gave rise to problems of supply 
which were untouched by the half-way 
measures described above. 

2. The unequal impact of war contracts. 
When manufacturers of consumers’ goods 
shifted to war production they did not 
do so uniformly. One may have devoted 
30 per cent of his capacity to defense 
orders; another employed 7o per cent of 
his equipment and manpower for that 
purpose; still others discontinued the 
production of civilian goods entirely. In 
such a situation no series of individual 
systems by which each of the several 
suppliers in a trade allocates his output 
among his customers can achieve any- 
thing resembling an equitable pattern 
for an entire industry. 
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The impact of rated orders likewise 
falls unequally upon suppliers. The 
holder of a rated order is generally 
privileged to choose the supplier with 
whom he places it. As a result, a pre- 
ferred supplier is often called upon to fill 
more than his share of such orders, and 
has a smaller proportion of his total out- 
put remaining to divide among his cus- 
tomers serving the civilian trade than 
do his competitors who may not be so 
generally preferred by holders of ratings. 
However, equitably such a supplier may 
distribute his highly limited supply 
among his customers, they will get less 
goods than they should in comparison 
with the customers of competing sup- 
pliers whose stocks are not drained by 
rated orders. 

The result of these two factors is well 
illustrated by the experience of certain 
wholesale firms handling work gloves 
and piece-goods for home sewing. De- 
fense manufacturers may purchase work 
gloves on an AA-3 rating for issue or re- 
sale to their employees. The orders bear- 
ing these ratings tend to fall unequally 
upon the firms making this product. 

Figures were secured on the receipts 
of work gloves by 26 wholesalers in a 
certain section of the south during 1943 
and the first nine months of 1944. The 
percentage which receipts during 1944 
constituted of receipts during 1943 varied 
widely among the different jobbers from 
a high of 105 per cent to a low of 20 per 
cent. If distribution had been equitable, 
the percentage should have been about 
65 per cent or 70 per cent for each whole- 
saler. Certain jobbers whose 1944 re- 
ceipts were unusually low were known to 
be customers of glove-making firms upon 
which rated orders had fallen most heav- 
ily during the period. In part at least this 
wide discrepancy in the experience of 
different buyers was caused by the un- 


equal impact of rated orders upon dif- 
ferent suppliers. 

Figures obtained from 27 dry goods 
wholesalers showed receipts of con- 
verted cotton piece-goods during the 
first five months of 1943 and during the 
same period of 1944. The receipts during 
1944 varied from 125 per cent of receipts 
during 1943 for the most fortunate of 
these firms to 3 per cent for the least 
fortunate. These discrepancies can be ex- 
plained in part by the facts that the con- 
verters who normally supplied some of 
these jobbers were primarily engaged in 
filling war contracts, and that the con- 
verters serving others could not get 
greige goods (before bleaching, printing 
or dyeing) because their normal suppliers 
were heavily committed to war con- 
tracts. Some of them were also customers 
of converters who had been “close 
buyers” before the war and were being 
discriminated against by the mills. 

3. The disregard of “orphan” buyers. 
Comparatively few suppliers have been 
willing to take new customers since goods 
became scarce. The Department of Com- 
merce reported in its study that “Many 
firms would not take on new accounts” 
but gave no indication of the extent of 
this practice. Sixty-three per cent of the 
manufacturers and 71 per cent of the 
wholesalers interviewed in the War Pro- 
duction Board study stated that they 
followed the policy of taking no new cus- 
tomers. Those who were willing to add 
new accounts usually did so on the basis 
of the probable postwar value of the ac- 
count rather than on that of present 
need. 

The Survey of Distribution in Wartime 
showed that 60 per cent of the merchants 
losing their sources of supply were un- 
able to obtain replacements. This per- 
centage varied according to size: 67 per 
cent of the small retailers were unable to 
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. replace their lost suppliers; 59 per cent 

of those of medium size had this experi- 
ence; for large dealers the percentage was 
42 per cent. The experience of whole- 
salers was similar. 

The suppliers who accept new cus- 
tomers usually employ one of two ways 
to get the merchandise to do so. Some of 
them use merchandise that has been 
allotted to their regular customers but 
which the customers have failed to take 
for one reason or another, usually be- 
cause they have gone out of business. 
Others allot less than the total supply, 
for example go or 95 per cent instead of 
all of it, among their regular customers, 
thereby acquiring a “kitty” from which 
to serve new accounts. Such a “kitty” 
may also be used to give extra allowances 
to customers located in defense areas or 
where population has increased un- 
usually. 

Merchants become “orphans” (buyers 
without regular sources) in several ways. 
(a) Their suppliers may go out of busi- 
ness. Many dry-goods retailers in the 
Middle West and Northwest lost their 
sources of supply when G. Sommers and 
Company of Minneapolis and Carson 
Pirie and Scott of Chicago went out of 
the wholesale dry-goods business during 
the early months of the war. (b) The 
supplier may change his distribution 
policy. Many retailers in the Middle 
West were cast adrift when a large whole- 
sale firm in that area adopted a more 
rigid policy of selective selling than it 
had practiced before the war started. 
(c) The supplier may lose his source of 
raw materials. This happened to certain 
textile converters who during peace 
times had been known as “close” buyers. 
Their customers promptly became “‘or- 
phans.” (d) The supplier may refuse to 
continue to sell to a dealer because before 
the war the latter was a “close bar- 


gainer,” a price cutter, a poor credit risk, 
or an otherwise undesirable customer. 

Whatever the cause of their “orphan- 
hood,” most of these dealers have found 
it impossible to establish satisfactory 
new buying connections during the war. 
The net result has been a very consider- 
able dislocation of the normal channels 
of trade and serious maldistribution. Un- 
fortunately, this result was concentrated 
in areas which were none too well served 
for other reasons and which were vitally 
important to the defense effort. 

4. Changes in employment. Changes in 
the nature and extent of employment 
have caused considerable shifts in the 
geographical distribution of need for 
many kinds of goods, especially such 
articles as work gloves and work cloth- 
ing. Defense plants were established in 
many communities which formerly had 
been predominantly agricultural. Other 
plants have employed large numbers of 
women who require work gloves to per- 
form tasks that men formerly did bare- 
handed. Most of the allotment systems 
used by suppliers made little or no allow- 
ance for these shifts. 

5. Favoritism. Much maldistribution 
is caused by various forms of favoritism 
that have inevitably crept into the allot- 
ment systems of suppliers. The tendency 
to favor customers or prospective cus- 
tomers who give promise of being es- 
pecially valuable during the postwar 
years has already been pointed out. 
These customers are not always mer- 
chants whose consumer clientele is most 
in need of the goods they sell and is most 
vital to the war effort. 

Many suppliers, in order to save 
transportation and to cut down handling 
charges, have established minimum order 
limits which handicap their smaller cus- 
tomers. These small dealers often per- 
form a vital role in supplying consumers 
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engaged in the work of defense produc- 
tion. 

Some suppliers have seized upon the 
opportunity offered by the scarcity of 
certain items to tie up the sale of those 
items with that of unwanted articles 
which are not scarce, thereby aggravat- 
ing existing maldistribution. This is il- 
legal but it is done by a few sellers.’ 

Very few suppliers have been entirely 
innocent of the practice of making things 
difficult for customers whose prewar 
business was not particularly desirable." 
The former “‘close” buyer, price cutter, 
poor credit risk, or non-cooperator in 
promotional schemes finds it very dif- 
ficult if not impossible to obtain mer- 
chandise. 

Many suppliers have found it impos- 
sible to resist the pressure of the aggres- 
sive buyer. The Survey of Distribution in 
Wartime, as previously mentioned, dis- 
closed that the average merchant visits 
the market much more often than before 
the war started. By making a nuisance 
of himself, he frequently constrains 
several suppliers to grant him small extra 
allotments of goods which added to- 
gether more than pay the cost of his 
trip. The supplier must subtract these 
amounts from the allotments of the mer- 
chants who are unable or unwilling to 
visit the market. 

Of the 752 merchants interviewed in 
the above Survey, 409 reported that they 
were able to get “merchandise in addi- 
tion to their normal allotments” by one 

1° The dealer is given to understand that if he does not 
take the unwanted item he cannot get the one he de- 
sires. The whole arrangement is informal and hard, or 
impossible, to prove. 

1 The writer put this matter to the members of nu- 
merous industry advisory committees as well as to in- 
dividual wholesalers and manufacturers. Most of them 


either openly or tacitly admitted that they followed this 


practice. Practically none denied categorically having 
done so. 


means or another. One hundred and 
ninety-eight of these reported that they 
did so by “shopping the market” and 
182 stated that they were able to ac- 
complish the same end through “rela- 
tionship with the supplier,” which prob- 
ably amounted to the same thing in most 
cases. 

Some merchants are able to obtain ad- 
ditional amounts in excess of their allot- 
ments by reason of their close acquain- 
tanceship with their suppliers or their 
suppliers’ salesmen. In most cases this 
favoritism probably results from their 
having been profitable customers in the 
past. But more sinister influences are 
sometimes brought to bear. Investigators 
in the Survey of Distribution in Wartime 
uncovered some fantastic cases of brib- 
ery. It is a trite witticism in trade that 
the buyer now entertains the seller in- 
stead of the other way round as was 
formerly the case. 

That both of these forms of favoritism 
worked generally to the benefit of the 
large buyer and against the smaller is 
indicated by the disclosure in the Survey 
that 25 per cent of the small retailers re- 
ported that they were able by their own 
initiative to obtain merchandise in ad- 
dition to their allotments, while 49 per 
cent of those of medium size and 58 per 
cent of the larger merchants reported 
that they were successful in doing so. 

It seems apparent that as a result of 
all these factors the voluntary allotment 
systems of suppliers have failed to bring 
about the equitable distribution of mer- 
chandise. They have brought about a 
fairer distribution and one more nearly 
corresponding to need than would have 
existed had they not been employed. 
But they have left many vacant spaces 
in the distribution pattern which have 


had to be filled by other means. 








THE DEVELOPMENT OF THE SCIENCE OF 
MARKETING—AN EXPLORATORY SURVEY 


PAUL D. CONVERSE 
University of Illinois 


Eprtor’s Note: This exploratory study brings to light 
much interesting data and presents material which should 
stimulate further research in the development of market- 
ing as a study or science. 


HE SCIENCE or art of marketing, as 

we know it, has developed largely 
from the fields of economics, scientific 
management, psychology, and account- 
ing. It is entirely possible that archeol- 
ogists or historians may sometime dis- 
cover that many of the principles were 
known and practiced by ancient peoples. 

But the classified body of knowledge 
which we call the science of marketing 
has evolved during the past 50 years—to 
a very considerable extent during the 
past 35 years—and it has been developed 
very largely by persons still living. The 
first college courses in marketing were 
offered in 1901-02 at the Universities of 
Illinois and Michigan. The first text- 
books appeared in the years 1911-I915. 

Correspondence courses in advertising 
were offered in Chicago in 1896 by 
Edward T. Page and Samuel T. Davis. 
Harlow Gale at the University of Minne- 
sota in the late 1890’s, and Walter Dill 
Scott at Northwestern University by 
1900, devoted considerable attention to 
advertising in their classes in psychology, 
but New York University is said to have 
offered the first collegiate course in ad- 
vertising in 1905. 

Sooner or later studies will be made 
into the origins of the principles and con- 
cepts of marketing, and it seems desir- 
able to ascertain and record the recollec- 

1 Frank G. Coolsen, The Development of Systematic 


Instruction in the Principles of Advertising (M. S. thesis, 
University of Illinois, 1942). 
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tions and opinions of those now living 
who have contributed to the develop- 
ment of marketing. The opinions of con- 
temporaries are valuable even though 
they lack perspective, and a survey of 
these opinions should stimulate thinking 
and study and should indicate topics or 
fields of interest to research students. 


METHOD AND ScoPE OF SURVEY 


It was felt that the information should 
properly be obtained from a limited 
number of scholars. The jury was made 
up primarily of men who entered the 
field as teachers or research men prior 
to 1920 or in the early 1920’s, although 
some were included who began their 
work in the late 1920’s, and a very few 
who began in the early 1930's. 

The members of the jury were selected 
to give a broad distribution among re- 
search men, teachers, government em- 
ployees, and agricultural economists; 
among institutions; and among geo- 
graphical areas. Primarily, I tried to 
select scholars who entered the field 
prior to 1925 and to scatter the selections 
geographically. 

The jury consisted of 45 men repre- 
senting 37 universities and research or- 
ganizations scattered from Boston to Los 
Angeles. Very few replies were received 
from agricultural marketing men. Re- 
plies from research men, older academic 
men, and younger academic men were 
tabulated separately. Very little differ- 
ence was noted between the replies of 
research and academic men. When one 
considers the frequency and rapidity 
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with which men change from one field 
to the other, this is to be expected. A few 
differences were noted between the re- 
plies of the older and younger men (the 
younger men were those who entered the 
field in the middle and late 1920’s and 
the early 1930’s). For example, the 
younger men rated the work of the Fed- 
eral Trade Commission somewhat higher 
than did the older men, while the older 
men voted Printer’s Ink slightly more 
valuable than did the younger men. 

In the spring of 1943, I wrote to some 
of the pioneer scholars asking them to 
list the more important contributions to 
the development of the science or art of 
marketing. Some excellent replies were 
received and in January, 1944, I sent a 
letter to 29 men and received 1g replies. 

The suggestions contained in these 
letters were compiled into a trial ques- 
tionnaire which was sent to 18 men, who 
were asked to make additions and to rate 
the listed subjects. Eleven replies were 
received. The suggested additions were 
made and some of the subjects listed 
which had received very low ratings 
were dropped, and a second question- 
naire was prepared and sent to 58 men. 
Thirty-four replies were received. 

The two questionnaires had a com- 
bined return of 57 per cent which seems 
good considering the length of the ques- 
tionnaire and the fact that several men 
had recently changed positions. Several 
books and periodicals were called to my 
attention that should have been included 
but were overlooked in the previous 
questionnaire. A supplementary ques- 
tionnaire was sent to those who had re- 
turned a previous questionnaire. Thirty- 
three men returned the supplementary 
questionnaire, a 75 per cent return. 


RESULTS 


A. Older fields of knowledge. 
Marketing drew on older fields of 


knowledge. Informants were asked to in- 
dicate, in the order of their importance, 
the six fields to which they are person- 
ally most indebted. The fields listed 
were: economics; management (or scien- 
tific management); psychology; eco- 
nomic history; accounting; various other 
fields. 

Grading a first choice 1, a second 
choice, 2, and so on to 6, the fields were 
rated by the respondents as follows on 
the second questionnaire (not all six 
fields were listed on the first question- 
naire): economics, 1.5; management, 2.7; 
psychology, 3.2; economic history, 3.3; 
accounting, 3.7; other fields, 3.75. (Not 
all respondents gave 6 listings.) 

The rating scale used in sections B, C, 
D, and E, which follow, was: 1, first 
choice, or of major importance; 2, second 
choice, or of considerable importance; 
3, third choice, important; 4, fourth 
choice, of little or no importance. The 
rating was obtained by dividing the sum 
of the weights by the number of replies. 
Those concepts, periodicals, organiza- 
tions, or books which averaged 3 or less 
are included in the following list: 


B. Concepts, techniques, and groups 
of data. 


(Alphabetically Arranged) 


Rated under 2.0 

Accounting (especially cost accounting for 
marketing) 

Marketing functions 

Market research (commercial research, con- 
sumer surveys, etc.) 

Scientific management 

Statistics of consumer incomes and expendi- 
tures 


Rated 2.0 to 2.4 


Art of sampling 

Business mortality 
Classification of goods 
Consumer movement 
Monopolistic competition 
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Non-price competition 

Problem method of teaching 
Resale price maintenance 

Training and supervising salesmen 
Unfair competition 


Rated 2.5 to 3.0 
Business communications (or “‘rhetoric’’) 
Brand policy 
Business ethics 
Economy of scarcity and plenty 
National advertising campaigns 
Public relations 


C. Organizations. 


Rated under 2.0 
American Marketing Association (and prede- 
cessor organizations) 
Bureau of Foreign and Domestic Commerce 
Census Bureau 
Federal Trade Commission 
University research bureaus 


Rated 2.0 to 2.4 
Advertising agencies 
American Economic Association 
American Management Association 
Boston Chamber of Commerce (Boston Con- 
ference of Distribution) 
Brookings Institution 
Bureau of Agricultural Economics 
Bureau of Labor Statistics 


Rated 2.5 to 3.0 


Association of National Advertisers 

Audit Bureau of Circulations 

Better business bureaus 

California Fruit Growers Exchange 

Dartnell Corporation 

Joint Congressional Commission of Agricul- 
tural Inquiry 

National Bureau of Economic Research 

National Retail Dry Goods Association 

Newspaper and magazine research depart- 
ments 


D. Periodicals. 


(Listed in order of their rating) 
Fournal of Marketing (and predecessors be- 
ginning with NATA bulletins in 1924) 
Printers’ Ink 


Harvard Business Review 

Fournal of Business (University of Chicago) 

Sales Management 

Fournal of Political Economy 

Advertising and Selling; System (and System, 
the Magazine of Business)—tie 

The New York Fournal of Commerce 

Fournal of Retailing 

Dry Goods Economist 

Chain Store Age 

Advertising Age 

New York Sunday Times (business section) 


E. Books and reports (published before 


1935). 

Rated under 2.0 

Bureau of Foreign and Domestic Commerce: 
Distribution Cost Studies, (1930-34) 

Louisville Grocery Survey, (1929-32) 
St. Louis Drug Survey, (1934) 

Chamberlain, Ed.: Theory of Monopolistic 
Competition, (1933) 

Cherington, Paul: Advertising as a Business 
Force, (1913) 

Elements of Marketing, (1920) 

Clark, Fred E.: Principles of Marketing, 
(Printed edition, 1922; mimeographed 
edition, earlier) 

Converse, Paul D.: Marketing Methods and 
Policies, (1921) 

Elements of Marketing, (1930) 

Copeland, Melvin T.: Marketing Problems, 
(1920) 

Principles of Merchandising, (1924) 

*“Relation of Consumer Buying Habits to 
Marketing Methods” (Harvard Business 
Review, 1923) 

Federal Trade Commission: Chain Stores, 
W. H. S. Stevens, (1931-34) 

Meat Packing Industry, Walter Y. Durand, 
(1919-20) 

Resale Price Maintenance, Wm. H. Eng- 
land and others, (1929 & 1931) 

Freedley, E. T.: *4 Practical Treatise on 
Business, (1852) 


Harvard Problem Books 


James, Wm.: Psychology, (1892, 1893, 1905, 
1913, 1927) 


* Rated by 3 to 9 respondents. 
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Leven, Maurice and others: America’s Ca- 
pacity to Consume, (1934) 

Nystrom, Paul: Economics of Retailing, 
(1915) 

Economics of Consumption, (1929) 
Economics of Fashion, (1929) 

Presbrey, Frank: History of Advertising, 
(1929) 

Scott, Walter Dill: The Psychology of Adver- 
tising, (1908) 

Shaw, A. W.: “Some Problems on Market 
Distribution,” (Quarterly Fournal of 
Economics, 1912; as a book in 1915) 

An Approach to Business Problems, (1916) 

Starch, Daniel: Principles of Advertising, 
(1923) 

Weld, L. D. H.: Marketing Farm Products, 
(1916) 

Rated 2.0 to 2.4 

Aspley, J. C.: Dartnell’s Sales Manager's 
Handbook, (1934) 

Beckman, Theo.: Wholesaling, (1926) 

Breyer, R. F.: Commodity Marketing, (1931) 

Butler, Ralph Starr: Selling and Buying, 
(1911; in pamphlet form in 1910) 

Marketing Methods and Policies, (1917) 

Calkins, Ernest Elmo and Holden, Ralph: 
Modern Advertising, (1905) 

Clark, Fred E. and Weld, L. D. H.: Market- 
ing Agricultural Products, (1932) 

Congress, Joint Commission of Agricultural 
Inquiry: Reports 

Duncan, C. S.: Marketing; Its Problems and 
Methods, (1920) 

Commercial Research, (1919) 

Emery, H. C.: *Speculation on Stock and 
Produce Exchanges of the U. 8., (1896) 

Erdman, H. E.: American Produce Markets, 
(1928) 

Federal Trade Commission: Annual Reports 

Canned Foods, K. Simpson, and P. D. 
Converse, (1918 and 1919) 

Cooperative Marketing, Millard Hudson, 
(1928) ' 

Bakery Combines and Profits, W. H. S. 
Stevens, (1927) 

Furniture, W. H. S. Stevens and Walter 
Durand, (1923-27) 

Report on the Grain Trade, W. H. S. 
Stevens, (1920-26) 

* Rated by 3 to 9 respondents. 


Open Price Associations, Byron Parry, 
(1929) 
Unfair Competition, (1916) 

Frederick, J. Geo.: Modern Salesmanagement, 
(1919) 

Fowler, Nathaniel C.: *Bui/ding Business, 
(1892) 

*Publicity, (1897) 

Gale, Harlow: *On the Psychology of Adver- 
tising, (1900) 

Goode, Kenneth M. and Powell, Bradford, 
Jr.: What About Advertising, (1927) 

Haring, H. A.: Warehousing, (1925) 

Hotchkiss, G. B.: Advertising Copy, (1924) 

Ivey, Paul W.: Marketing Principles, (1921) 

Kitson, H. D.: The Mind of the Buyer, (1921) 

Lyon, Leverett: Hand to Mouth Buying, 
(1929) 

Klepner, Otto: Advertising Procedure, (1928) 

Marshall, Alfred: Industry and Trade, (1919) 

Maynard, Weidler, and Beckman: Principles 
of Marketing, (1927) 

Nourse, E. G. and others: America’s Ca- 
pacity to Produce, (1933) 

Nourse, E. G.: Chicago Produce Market, 
(1918) 

Parlin, C. C.: Merchandising of Textiles, 
(1912) 

Reilly, Wm. J.: Market Investigations, (1929) 

Russell, Fred: Textbook in Salesmanship, 
(1924) 

Scott, Walter Dill: Influencing Men in Busi- 
ness, (1911 and 1919) 

The Theory and Practice of Advertising, 
(1904) 

Sherman, Wells A.: Merchandising Fruits 
and Vegetables, (1928) 

Stevens, W. H. S.: Unfair Competitition, 
(1917) 

Tosdal, Harry: Problems in Sales Manage- 
ment, (1921) 

U. S. Department of Agriculture: Yearbooks 

Vanderblue, Homer B.: ‘Functional Ap- 
proach to the Study of Marketing” 
(Fournal of Political Economy, October, 
1921) 

Weld, L. D. H.: “Marketing Agencies Be- 
tween Manufacturer and Wholesaler” 
(Quarterly Fournal of Economics, August, 
1917) 

“Marketing Functions and Mercantile 
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Organizations” (American Economic Re- 
view, June, 1917) 
White, Percival: Market Analysis, (1921) 
Wingate, Jno. W.: Manual of Retail Terms, 
(1931) 


Rated 2.5 to 3.0 


Adams, A. B.: Marketing Perishable Farm 
Products, (1916) 

Agnew, Hugh: Advertising Media, (1932) 

Aspley, J. C.: Modern Sales Organization, 
(1920) 

Balzari, R. A.: ‘Selective Selling” (Sales 
Management, February 7, 1931) 

Bates, Charles Austin: *Good Advertising, 
(1896) 

Borsodi, Ralph: The Distribution Age, (1927) 

Boyle, Jos. E.: The Value of Organized Specu- 
lation, (1913) 

Brown, Edmund, Jr.: Marketing, (1925) 

Cherington, Paul: The Wool Industry, (1916) 

Copeland, Melvin T.: Cotton Manufacturing 
Industry in U. 8., (1912) 

Compton, Wilson: *Organization of the Lum- 
ber Industry, (1915) 

Daniels, Wm. Cooke: *The Department Store 
System, (1900) 

Dartnell Corporation: Reports 

Douglas, Archer Wall: *Merchandising, 
(1918) 

Eddy, Arthur J.: 
(1912) 

Federal Trade Commission: *Causes of the 
High Prices of Farm Operating Equip- 
ment, H. C. McCarty, (1920) 

Fernald, Chas.: Salesmanship, (1926) 

Field, Clifton H.: *Retail Buying, (1917) 

Filene, E. A.: More Profits from Merchandis- 
ing, (1926) 

Fowler, Nathaniel C.: *4bout Advertising 
and Printing, (1889) 

Gundlach, Ernest T.: Facts and Fetishes of 
Advertising, (1931) 

Hall, S. Roland: The Handbook of Sales 
Management, (1924) 

Haring, Chester E.: The Manufacturer and 
His Outlets, (1925) 

Hibbard, B. H.: Marketing Agricultural 
Products, (1921) 


*The New Competition, 


* Rated by 3 to 9 respondents. 


Holmes, G. K.: *“Consumers’ Fancies” 
(U.S.D.A. Yearbook, 1904) 

*“Systems of Marketing Farm Products 
and Demand for such Products in 
Trade Centers” (U.S.D.A. Report No. 
98, 1913) 

Huebner, G. 
(1915) 

Jones, Franklin D.: *Trade Association Ac- 
tivities and the Law, (1922) 

MacDonald, J. Angus: *Successful Advertis- 
ing, How to Accomplish It, (1902) 

Macklin, Theo: Efficient Marketing for Agri- 
culture, (1921) 

Moriarty, W. P.: Economics of Marketing 
and Advertising, (1923) 

Parlin, C. C.: Selling Forces, (1913) 

Pyle, Jno. F.: Marketing Principles, (1931) 

Reed, Vergil D.: Planned Marketing, (1929) 

Rost, O. Fred: *Studies in Distribution, 
(1933) 

Russell, Fred: Management of the Sales Or- 
ganization, (1922) 

Schecter, F. T.: *Zegal Foundations of the 
Law Relating to Trade Mark Law, (1925) 

Shryers, W. R.: *Analytical Advertising, 
(1912) © 

Simmons, E. C.: *“‘A Half Century of Hard- 
ware” (Jron Age, Vol. 77, 1906) 

Spurr, Jos. E. & Wormser, F. E.: *The Mar- 
keting of Metals and Minerals, (1925) 

Stern, Daniel: *The American Advertising 
Manual, (1909) 

Tosdal, Harry: *“Open Price Associations” 
(American Economic Review, 1917) 


C.: Agricultural Commerce, 


CoMMENTS 


My comments on the findings are for 
the most part based on respondents’ let- 
ters, the published data, or the sources 
indicated in the text or footnotes. They 
are partly my own personal reactions or 
opinions. 


Functions. 


The concept voted most valuable was 
marketing functions. As far as I know, 
Arch W. Shaw was the first to formulate 
a set of marketing functions and to sug- 
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gest their value in the analysis of market 
operations. He published his article on 
functions in 1912. H. C. Taylor points 
out that, for some years prior to this, 
some agricultural colleges had been 
studying the marketing of farm products 
along functional lines—transportation, 
packing, grading, and selling—but he 
knows of no one who used the term 
“function” prior to 1912. 

Some businessmen must have studied 
marketing functions centuries before 
1912. The functional method is, however, 
more than this. It is the use of a group 
of functions—acts, services, operations— 
in analyzing marketing operations. It 
may be compared with the use of the 
atomic theory in the analysis of chemical 
reactions. 

L. D. H. Weld took Shaw’s list of func- 
tions, rearranged and reclassified them, 
and clarified their definitions in 1917. 
Several later writers appear to have used 
Weld’s classification and definitions as 


the basis of their thinking. A number of 
additions and changes in definition have 
been made since 1917 by Macklin, Van- 


derblue, Horner, Maynard-Weidler- 
Beckman, Ryan, Jones, and myself.? 


Research. 


Market research was voted the second 
most valuable concept or technique in 
the development of marketing. I suppose 
we shall never know who conducted the 
first piece of market research; his name 
and the date of his study are probably 
lost in antiquity. 

John Jacob Astor is said to have em- 
ployed an artist in the 1790’s to sketch 
hats in the park to help him determine 
the fashions of women’s hats. Hower re- 


ports a market survey conducted by 
N. W. Ayer & Son in 1879. Harlow Gale, 


2 Some of the respondents say they found Chering- 
ton’s treatment of functions in his Elements of Market- 
ing, 1920, very useful. 


of the University of Minnesota, sent out 
200 questionnaires to businessmen in 
1895 asking for objectives of advertising 
and the best ways of attaining them. He 
is said to have been the first (1896-97) 
to conduct controlled experiments to 
measure the attention value of advertise- 
ments appearing in popular magazines.® 

The Harvard University Bureau of 
Business Research started its first piece 
of research (on shoe retailing) in 1911. 
It is said that C. C. Parlin established 
the first commercial research department 
in the United States for the Curtis Pub- 
lishing Company in 1911. Mr. Parlin’s 
friends are anxious to see his work more 
widely recognized. Their concern appar- 
ently arises from the fact that he pub- 
lished relatively little and that most of 
his surveys were for the use of his em- 
ployers or their clients. This raises the 
question of evaluating unpublished and 
confidential reports. They are of no 
scientific value until released to other 
students.‘ It appears that they must be 
evaluated as of the date they are made 
available to others. 

Mr. Donald M. Hobart, present mana- 
ger of the division of commercial re- 
search of the Curtis Publishing Co., 
loaned me copies of some of Parlin’s 
studies. His first dealt with the organiza- 
tion of the farm equipment industry. It 
was an excellent study, dated Septem- 
ber 1911, but I do not know when it was 
made available to outside students. I 
saw it for the first time in 1943. The 
Bureau of Corporations must have 
started its study of this industry shortly 


* Coolsen, op. cit. 

‘I am not questioning the right of a company to hold 
confidential reports which it has made at its own ex- 
pense. I am suggesting, however, that private com- 
panies be more liberal in allowing their research men to 
make public the results of their studies after they have 
served their purpose. It is probable that within two 
to three years most reports could be published without 
revealing any valuable information to competitors. 
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after 1911. Its report by H. C. McCarthy 
and Worthy P. Stearns was published 
March 15, 1915. 


Problem Method of Teaching. 


The problem method of teaching was 
voted the seventh most important con- 
cept or technique. Graduates of the 
Harvard Business School usually rated 
this method higher than men trained 
elsewhere. 

I presume that problems have been 
used in teaching ever since there have 
been teachers but the problem method is 
different from the use of problems to il- 
lustrate previously given principles. To 
me, the problem method means that the 
principles are deduced from the prob- 
lems. 

Dr. Arthur E. Swanson used problems 
in teaching marketing at Northwestern 
University in 1912. Problems had previ- 
ously been used there in the courses in 
Accounting and in Commercial Law. 
Swanson says that he used 30 or more 
problems which he gathered from three 
sources: his work as a market consultant; 
the members and the programs of the 
Chicago Sales Managers’ Association; 
and direct from different firms in the 
Chicago area. I do not know whether 
Swanson used the problem “method” 
nor do I know how many instructors 
have used or are using this method. 

At about this time (1910-1912), Dean 
Gay® at Harvard became dissatisfied 
with the lecture method (introduced 
when the business School was started in 
1908) and had asked Arch W. Shaw to 
work with him in developing a better 
method of teaching. The use of problems 
as a basis of class discussion was sug- 
gested and Shaw attended a course in the 
law school by Professor Samuel Willis- 
ton, who was known as one of the best 


5 Dean Gay referred my letter of inquiry to Shaw and 
the information here was obtained from the latter. 


teachers using the case method. 

Shaw says that he saw the need for 
gathering facts for use in teaching, and 
the Bureau of Business Research was 
started, Shaw financing it during its 
early years. In 1912, Dean Gay brought 
in Melvin Copeland who developed the 
case or problem method and who pub- 
lished the first book of Marketing Prob- 
lems in 1920. Some of the older respond- 
ents say that this volume, with its short 
problems, was more useful than any of 
the later Harvard problem books. Shaw 
feels that this may be partly explained 
by the fact that this book was the result 
of the joint effort of several men to a 
greater extent than has been true of 
many of the later problem books. 


Classification of Goods. 


The commodity approach is important 
in analyzing markets. Goods must be 
classified if the commodity approach is 
to be used in teaching. The characteris- 
tics of goods must be studied if one seller 
is to learn from another’s experience. 
Dean Hagerty states that in his first 
marketing courses, he distinguished pro- 
ducers’ and consumers’ goods, and under 
the latter discussed the marketing of 
shopping goods. Since he started teach- 
ing marketing in 1905, at Ohio State 
University, his first courses would appar- 
ently be between 1905 and 1912.8 

C. C. Parlin in his pamphlet the ““Mer- 
chandising of Textiles,” 1912, said that 
men were influenced in buying by con- 
venience, impulse, custom, and brand. 
He divided women’s goods into con- 
venience and shopping types and also 
recognized emergency goods. In 1923, 
Copeland acknowledged Parlin’s classi- 
fications and added specialty goods in 
discussing consumers’ buying habits. In 
1924, in his Principles of Merchandising, 


6 J. E. Hagerty, “Experiences of an Early Marketing 
Teacher,” JOURNAL OF MARKETING, July, 1936, p. 27. 
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Copeland subdivided and discussed the 
marketing of industrial goods. Most of 
the respondents connected the classifi- 
cation of goods with Copeland. 


Business Mortality. 


I believe that Nystrom made the first 
statistical study of the business life and 
mortality of retailers. The results were 
published in his Economics of Retailing, 
1915. The next studies appear to have 
been made by Stanley A. Dennis and 
they were published in System magazine 
in 1916 and 1917. Dennis’ studies in- 
cluded manufacturers and wholesalers 
as well as retailers. There have been 
many other studies. Those of Nystrom 
and Dennis included a discussion of the 
causes of business failures. 


Training and Supervision of Salesmen. 


Dr. W. C. King, of the Northwestern 
Business College,’ Naperville, Illinois, 
started a class in Salesmanship in June, 
1878. He developed the three principles 
of making a sale: approach, interest, and 
decision. Nine years later in 1887, the 
original National Cash Register primer 
on salesmanship was presented. John 
Patterson, usually credited with being 
the “father of modern sales manage- 
ment,” revised King’ s sequence to: ap- 
proach, proposition, demonstration, and 
close.” 


National Advertising Campaigns. 


Hugh Agnew says that Elmo E. Cal- 
kins prepared the first national adver- 
tising campaign. Mr. Calkins says that 
this contained illustrations, graphs, 
rough sketches of advertisements for 
magazines, newspapers, trade papers, 
posters, window cards, booklets, window 
displays, with recommended publica- 
tions and cost of space and with methods 
of merchandising and advertising to 


’ Coolsen, op. cit. 


dealers. This plan was for the Gillette 
safety razor. It was not used by Gillette 
but was so extensively used by magazines 
in presentations to their clients that 
other advertising agencies reorganized 
their work to follow the example of Calk- 
ins & Holden. Mr. Calkins thinks this 
plan developed prior to 1905. The first 
complete plan which he prepared that 
was executed was for Arrow shirts. 


Principles of Marketing. 


The list of concepts, techniques, and 
groups of data listed by the respondents 
is valuable. From it a detailed list of 
principles might be derived. For exam- 
ple, marketing functions might be ex- 
panded to include many, if not most, of 
the basic marketing principles such as 
those involved in buying, selling, stand- 
ardizing, grading, transporting, etc., and 
the cost of performing each. A somewhat 
more detailed list follows: 


Price economics: elasticity of demand; 
flexibility of demand (the market economist 
realizes that demand varies with other things 
than price); increasing demand by selling 
efforts of various kinds; price determination 
(marginal theory of prices; bulk line price 
setting; decreasing, increasing, and constant 
costs of production and their effects on 
prices); competition (free, limited, monopo- 
listic); monopoly and attempts to secure 
monopoly; price policies (e.g., selling at the 
market, at the market plus, at the market 
minus); intrinsic value, competitive value, 
and utility value; customary prices; control 
of prices by government and monopolies. 

Costs of operation: variation in costs re- 
sulting from individual efficiency, techno- 
logical advances, morale of workers, natural 
advantages, location, rate of stock turnover, 
etc.; methods of reducing costs; constant, 
increasing, and decreasing costs; variable 
and fixed costs. 

Commodity marketing: buying motives 
and methods applicable to various types of 
commodities; selling methods applicable to 
various types of commodities. 
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Continual evolution of marketing methods 
and channels with changes in methods of 
transportation, communication, education, 
and habits of life. 

Integration: concept, operation, advan- 
tages, limitations. 

Consumption: psychology and habits of 
buyers; variations in patterns of consump- 
tion with changes in family income; concept 
of diminishing utility; increasing standards 
of living by increasing desires and industry 
of consumers; fashions and fashion forecast- 
ing. 

Movement of retail trade: law of retail 
gravitation; movement of trade under vari- 
ous conditions and situations. 

The various sub-divisions of marketing 
have their principles: advertising, business 
law, credits and collections, foreign trade, 
market research, retailing, salesmanship, 
sales management, transportation, wholesal- 
ing. 


Periodicals. 


Fourteen periodicals were listed as im- 
portant in the development of market- 
ing. There are probably others that 
should have been included in the ques- 
tionnaire. It is interesting to note the 
high rating given Printers’ Ink, a maga- 
zine devoted to the promotion of adver- 
tising and the techniques of its practice.® 
The older men gave it top rating by a 
small margin while the younger men gave 
top rating by a larger margin to THE 
JOURNAL OF MARKETING and its prede- 
cessors. Perhaps this difference is ex- 
plained by the fact that NATA Bulle- 
tins, out of which the jourNAL grew, 


§ In the October 17, 1944, number appeared an article 
entitled “Advertising’s Opportunity to Prove Its 
Value Once and For All.” In spite of the many defensive 
and promotional articles which the advertising men 
apparently think necessary to keep up their courage, 
Printers’ Ink publishes many valuable articles on 
marketing. 

Printers’ Ink was purchased by John Irving Roamer 
in 1908 and ceased to be a house organ. “‘After this date 
Printers’ Ink became a major influence in fostering 
every new development that promised to make ad- 
vertising more scientific.” —Coolsen, op. cit. 


were started in 1924 by N. W. Barnes, 
secretary of the Association, while 
Printers’ Ink became a factor in the ad- 
vertising and marketing field several 
years earlier. 


Books. 


Only books published prior to 1935 
were included in the survey, allowing a 
perspective of ten years. Probably many 
valuable books were omitted from the 
ballots. Few members of the jury rated 
all the books listed, and some rated a 
relatively small proportion. Those rated 
by a relatively small number of men are 
starred (*) in the list. Probably the rat- 
ing of some of the starred books would 
be changed by a larger jury. 

The jury apparently included more 
men whose primary interest is advertis- 
ing than men who are primarily inter- 
ested in sales management or retailing. 
More of the older members were inter- 
ested in advertising, and I believe more 
of the present members of the Associa- 
tion are interested in advertising than in 
salesmanship or retailing. This fact 
probably affected the ratings of some of 
the books. If a larger proportion of the 
jury had been primarily interested in 
sales management and retailing, more 
books in these fields might have been in- 
cluded in the list of valuable books. 

It is interesting to note the relatively 
large number of textbooks given high 
ratings. Some say that textbooks make a 
relatively small contribution to our fund 
of knowledge as they tend to summarize 
the existing knowledge. This point of 
view certainly found little favor among 
members of the jury. Perhaps in an older 
field textbooks do largely summarize 
known facts and principles. 

We can hardly expect a jury to tear 
books, articles, monographs, and govern- 
ment reports apart and find the exact 
new contributions of each. This is a task 
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for individual research men and much 
of it remains to be done. Studies of this 
nature should include books, the schol- 
arly journals, government reports, and 
trade and business papers. 

A few words of explanation about 
some of the government reports listed 
may be needed. The U. S. Census Bureau 
was given top rating among the organ- 
izations, but it was felt impractical to 
list separate census reports. The Federal 
Trade Commission’s report on chain 
stores was voted its most valuable. Sev- 
eral informants, instead of rating the 
Commission’s reports individually, 


bracketed them and rated them as a 
group.® This resulted in giving most of 


*The memorandum, “Unfair Competition at the 
Common Law,” was published in 1916 for “office use 
only” and not for distribution. It was included in the 
questionnaire and obtained a high rating. 

The report of the Commission on the Grain Trade is 
still the best source of material on grain marketing, 
according to students of this subject. It was given top 
rating by members of the jury who are especially inter- 
ested in the marketing of farm products, but its aver- 
age rating was lowered somewhat by the ratings of men 
not particularly interested in grain marketing. This 
does not necessarily mean that the latter were wrong. 
Granting that the report on the grain trade was the 
best study of the subject made up to the time of its 
publication and that it made the greatest contribution 
to our knowledge of the subject, yet those interested in 
the marketing of grain may overemphasize its im- 
portance in the field of marketing. It is natural for one 
to attach great importance to his special field and per- 
haps to underrate the importance of other fields. 


the reports included on the ballot a high 
rating. 

Perhaps panel ratings average out ex- 
treme opinions—both those of scholars 
who have specialized in the particular 
subject and those of persons who have 
no particular interest in or knowledge of 
the subject, and also the opinions of 
those prejudiced for or against the par- 
ticular organization, periodical, or au- 
thor. 


CONCLUSIONS 


The ratings given here are the result 
of an opinion survey among a group of 
the more mature scholars. Probably no 
one will agree with all of them. If I had 
been a member of the jury, some of my 
ratings would have differed from some of 
those presented here. However, I be- 
lieve that the members of the jury and 
others will agree that the composite rat- 
ings are better than the ratings of any 
individual. 

It is my hope that this exploratory 
survey will stimulate thought and re- 
search. The accurate evaluation of con- 
tributions to the development of a 
science is a task for individual research 
or for research by small groups of schol- 
ars because all the material available at 
the time must be considered and the 
value of the contribution weighed. 








SIGNIFICANCE OF RECENT CHANGES IN 
THE BUSINESS POPULATION 


HOWARD R. BOWEN 


Eprror’s Note: The author, now Chief Economist 
of the Foint Committee on Internal Revenue Taxation, 
U. S. Congress, was employed in the Distribution Di- 
vision of the Bureau of Foreign and Domestic Commerce 
at the time the following paper was prepared. 


N 1939 there were about 3,316,700 

private business enterprises operating 
in the United States\—about one for 
every 40 persons in the population. Em- 
ployment in these businesses aggregated 
about 28,500,000, including paid em- 
ployees, entrepreneurs, and unpaid fam- 
ily workers. 

About one-seventh of all firms were 
engaged in the production of commodi- 
ties (mining, construction, and manu- 
facturing), about three-fifths in the 
distribution of these commodities (trans- 
portation, wholesale trade, and retail 
trade), and about one-fourth in finance 
and services. In terms of employment, 
however, nearly half of all workers were 
engaged in the production of commodi- 
ties, about one-third in distribution, and 
less than one-seventh in finance and 
services. 

Nearly half the firms had no paid em- 
ployees, about 91 per cent had fewer 
than 8, and over 99 per cent had fewer 
than 100. A majority of the employment, 
on the other hand, was in the very small 
minority of firms having more than 100 
employees. Nevertheless, the great im- 
portance of small business is demon- 
strated by the fact that about 44 per cent 


1 The statistics presented are based on studies of the 
United States Department of Commerce. See the final 
section of this article for a discussion of these statistics, 
their sources, and their limitations. 

Throughout, the figures refer to all kinds of business 
excepting agriculture, forestry, fishing, and the pro- 
fessions, and they refer to firms, not establishments. 
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of employment was in firms having fewer 
than 100 employees. 

During the entire period 1900-1941, 
except for temporary setbacks, the in- 
crease in number of business firms was 
apparently more rapid than the growth 
of population (see chart, p. 25). In the 
nine years immediately preceding the 
war, the rate of growth in number of 
business enterprises was greater than in 
any other period since 1900, because of 
the pronounced cyclical upswing from 
the most serious depression in the present 
century. At the outbreak of the war the 
number of firms per capita was probably 
at an all-time high. About the time of 
Pearl Harbor, however, the number of 
firms began to diminish, and during the 
first year and a half of war declined 
precipitously. 

From September 30, 1941 to June 30, 
1943, the reduction in number of firms 
was about 530,000 or 15.5 per cent. By 
the middle of 1943 the number of firms 
had dropped to 2,870,000 or about the 
same number as in the deep depression 
year 1933. This rapid decline was in 
sharp contrast to the experience in World 
War I when the effects on the business 
population were apparently slight and of 
short duration. 

The recent wartime decline in number 
of enterprises slackened perceptibly dur- 
ing the second quarter of 1943, and 
further decreases since the middle of that 
year have been slight. Recently there 
have been evidences of scattered minor 
increases in number of firms. 

As would be expected, the effects of 
the war upon numbers have not been the 
same for all segments of the business 
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population. Various industry and size 


mining only very slight changes in the 
number of enterprises have occurred. 
The decline has been heaviest among 
very small firms—particularly one-man 
enterprises. In contrast, the number of 


groups have fared differently. The de- 
cline in number of firms has been par- 
, ticularly heavy in retail and service 
| trades, whereas in manufacturing and 
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4 Taste I. Estrmatep NuMBER oF OPERATING Business Firms, By INDUSTRIES, 1929-43 

i (in thousands, as of September 30 of each year) 

Industry 1929 1933 1935 1939 1940 1942 1942 1943 

: Total, all industries 3,060.0 2,850.4 3,025.4 3,316.7 3,298.2 3,398.0 3,155.7 2,861.6 

t Mining and quarrying 22.8 21.4 22.3 21.4 22.0 23.4 25.9 26.2 

¢ Contract construction 235.6 191.0 180.9 202.1 218.4 243.8 220.2 158.1 

: Manufacturing 251.3 169.0 199.3 214.2 215.5 225.8 224.1 228.6 

} Transportation, communica- 

t tion, and public utilities 166.6 151.6 177.6 207.7 205.2 209.2 197.2 188.0 

i Wholesale trade 120.4 116.5 127.8 144.8 143.3 146.2 134.1 114.8 
Retail trade 1,361.1 1,340.0 1,425.1 1,601.4 1,584.7 1,620.8 1,480.7 1,330.4 

4 Finance, insurance, and real 

: estate 306.2 276.2 273.5 286.4 283.0 285.0 273.2 261.2 

; Service industries 596.0 584.2 618.9 638.7 626.1 643.8 600.2 554.3 
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very large firms has increased. A sum- 
mary of recent changes in number of 
firms, by industries, is shown in Table I. 

The wartime decline in the met number 
of firms was brought about partly by an 


ness enterprises—3o per cent of all those 
in operation—closed their doors, and 
about 572,000 new businesses were estab- 
lished. In the two prior years, 1940-41, 
on the other hand, business discon- 


Taste II. New anv Discontinvep Businesses, By INDusTRY, 1940-43; NUMBER AND Per Cent oF Tota 


OPERATING BUSINESSES 








Industry 


Number of New or Discontinued 
Businesses (in thousands) 


New or Discontinued Businesses as 
Per Cent of Total Number Oper- 


ating at Beginning of Year 





1940 1941 


1942 1943 || 1940 194% 1942 1943 





Total, all industries 
New 


516.9 
Discontinued 


480.1 


431. 
434- 


Mining and quarrying 
New 
Discontinued 


Contract construction 
New 
Discontinued 


Manufacturing 
New 
Discontinued 


Transportation, communication, and 
public utilities 

New 46. 42. 

Discontinued si. 38. 


Wholesale trade 
New 34- 29. 
Discontinued 34- 29. 


Retail trade 
New 
Discontinued 


107. 118. 
106. 116. 


Finance, insurance, and real estate 
New 31. 37. 
Discontinued 38. 42. 


Service industries 
New 91.0 137. 
Discontinued 102.4 131. 





163.4 13.1 15.6 
394.8 13.1 14.5 


408. 
678. 


S%. 18. 
Io. IO. 


$1. 
42. 


1S. 
12. 


18. " Io. 
29. , 13. 


109. 28. 14. ‘ 17.3 
150. 7. 16. 23.9 











increase in number of business discon- 
tinuances and more largely by a de- 
crease in number of new businesses. Dur- 
ing the two years from Pearl Harbor to 
the end of 1943, about 1,073,000 busi- 


tinuances totaled 914,000 and new 
businesses 948,000. Data on the number 
of new, discontinued, and transferred 
businesses are shown in Tables II and 
III, by industry and by size of firm. 
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An INTERPRETATION OF WARTIME 
CHANGES IN THE BuSINESS 
PoPpuULATION 


As pointed out, over a million business 
enterprises closed their doors between 
the time of Pearl Harbor and the end of 
1943. Although these were partly offset 


moreover, that the recent decline in 
number of firms will result in a perma- 
nent impairment of the economic posi- 
tion of small business and a growth of 
industrial concentration. 

There is no doubt that the war and its 
necessary governmental controls have 


Tas.e III. New anv Discontinvep Businesses, BY S1zE oF Firm, 1940-43: NUMBER AND Per Cent or Torar 
OPERATING BuSINESSES 








Size of Firm in Number 
of Employees 


Number of New or Discontinued 
Businesses (in thousands) 


New or Discontinued Businesses as 
Per Cent of Total Number Oper- 
ating at Beginning of Year 





1940 1941 


1942 1943 1970 1941 1942 1943 





Total, all size groups 
New 


516.9 
Discontinued 


480.1 


431.2 
434-4 


Firms with o employees 
New 


167. 
Discontinued 


259. 


243. 

275. 

Firms with 1-3 employees 
New 


Discontinued 


216. 
158. 


Firms with 4-7 employees 
New 
Discontinued 


Firms with 8-19 employees 
New 
Discontinued 


Firms with 20-49 employees 
New 


Discontinued 


Firms with 50 or more employees 
New 


Discontinued 





408. 
678. 


163.4 
394.8 


13.0 IS. 
13.1 14. 


269. 36. , 17. 
386. 231. ‘ 19. 


108. 
266. 


104. , 17. 
135. ° 14. 


53. 
14. 











by the entry of new businesses, a net de- 
cline of a half-million firms occurred 
during the first two years of the war. 
Superficially, these figures suggest that 
thousands of enterprises were “forced” 
out of business by the war—that the 
ranks of business were literally deci- 
mated. They are frequently so inter- 
preted. The fear is often expressed, 


caused hardship, or even liquidation, for 
many individual businesses. A careful 
appraisal of all the facts, however, raises 
serious doubts as to whether the war 
has had a significantly adverse effect 
upon business as a whole, small or large. 

The decline in number of firms has not 
been accompanied, on the whole, by a 
similar decline in the profitability or 
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volume of business. Although there have 
been notable exceptions, production, 
sales, and profits in most lines—for small 
as well as large enterprises—have been 
maintained at high levels during the 
war. For example, industrial production 
and manufacturing shipments have been 
more than double the prewar volume (in 
current dollars). Similarly, retail and 
wholesale sales and consumer expendi- 
tures—even when measured in constant 
dollars—have been well above the 1939 
or 1941 level. Industrial and commercial 
failures (as distinct from discontinu- 
ances) have recently reached a new all- 
time low. Whereas before the war failures 
were occurring at an average rate of over 
1,000 per month, they have recently been 
running consistently below 150 per 
month. 

The effect of governmental controls 
and war-induced shortages has been con- 
siderable but by no means so disastrous 
as was predicted during the early part of 
the war. Contract construction suffered 
the greatest decline in number of enter- 
prises, due in part to the curtailment of 
small-scale building and, in part, to the 
fact that many small contractors became 
employees on large construction proj- 
ects. In manufacturing, the number of 
firms increased generally, but the num- 
ber in industries of critical material 
shortage, such as rubber products and 
non-ferrous metals, declined. In retail 
trade, the greatest reductions in number 
of firms occurred among meat and sea- 
food stores, automobile dealers, appli- 
ance and radio stores, and filling stations. 
In no single line of retail trade, however, 
did the number of firms fall below 70 per 
cent of the number operating in 1941. 
Such persistence, in the face of wartime 
shortages, has been made possible in 
part by the remarkable adaptability of 
the firms affected. 

Price control and rationing probably 


exerted little influence upon the number 
of enterprises. The number of firms in 
retail trade had begun to decline six 
months before May 1942, when the 
General Maximum Price Regulation 
went into effect. The application of price 
control apparently did not greatly hasten 
that decline. Moreover, a marked slack- 
ening of the rate of decline in number of 
food stores occurred shortly after food 
rationing went into effect in April and 
May of 1943. 

A comparison of the figures on new 
and discontinued businesses for the war 
period and for earlier years indicates not 
so much that the war has had a devastat- 
ing effect upon business survival as that 
business turnover is always and _ nor- 
mally very high. For example, in the two 
years just prior to Pearl Harbor, 1940- 
41, business discontinuances totaled 
914,000, or five-sixths of the number 
during 1942-43. Indeed, in the war 
period, it was only in 1942 and the first 
quarter of 1943 that the rate of discon- 
tinuances exceeded that of prewar years. 
In the last three quarters of 1943, the 
rate at which businesses were being 
closed was strikingly lower than before 
the war. 

The wartime drop in the vet number of 
firms has been due more largely to the 
decline in the rate of entry of new firms 
than to the increase in rate of discon- 
tinuances. In 1942-43, only 572,000 new 
businesses were established, whereas in 
the pre-war years 1940-41 the new en- 
trants totaled 948,000 or nearly a mil- 
lion. The rate of entry of new businesses 
reached what is perhaps an all-time low 
in the first quarter of 1943. Since then, 
the quarterly number of new enterprises 
has tended to increase, although some- 
what slowly. However, the number of 
discontinuances also has recently reached 
an unusually low level. Thus, as a result 
of the near equality between business 
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births and deaths, the business popula- 
tion has again become relatively stable. 

Some recent business discontinuances 
have been due, not to the fact that the 
economic forces of the war have driven 
the entrepreneurs out of business, but to 
the fact that the owners have found 
alternative opportunities in war indus- 
tries or have been called into the armed 
forces. In many of these cases, the busi- 
ness deaths have been mere suspensions, 
with definite plans for resumption after 
the war. For example, in a recent study, 
it was shown that in 62 out of 149 cases 
of wartime mortality among retail deal- 
ers the decision to discontinue was based 
in part upon alternative opportunities. 
“Twenty -four had attractive opportuni- 
ties in war plants, and four were commis- 
sioned in the armed forces. Five of the 
operators were drafted, and 5 others 
were deferred by their Selective Service 
Boards when they closed their stores and 
transferred to war work. On the other 
hand, 13 dealers decided to try their 
luck in other businesses not connected 
with the war and 11, chiefly hardware 
retailers, gave as an important reason a 
desire to retire.’” 

The existence of lucrative employment 
opportunities and the operation of selec- 
tive service has been even more powerful 
as a deterrent to entry into business and 
thus as an important cause of the sharp 
decline in number of new enterprises. 

To summarize, the analysis of recent 
changes in the business population with 
reference to amplitude, timing, kinds of 
business affected, and probable causes 
suggests that the rapid wartime decline 
in number of firms is not necessarily to 
be regarded as evidence of unwholesome 
business conditions or of adverse effects 
of the war upon business as a whole. It is 

*V. T. Hicks and W. F. Crowder, Small Retail Store 


Mortality (Bulletin No. 22, Economic Series, Bureau 
of Foreign and Domestic Commerce, 1943), p. 22. 


true that many individual enterprises 
have suffered and that almost all busi- 
nesses have been required to make sig- 
nificant adjustments in their methods of 
operation or even to transfer to new 
lines of business, but it is not true that 
the war-time decline in numbers has 
spelled widespread business disaster. In- 
deed, it is probable that because of the 
war many firms have been enabled to 
stay in business which would otherwise 
have been eliminated. 


DECLINE IN NuMBER OF FIRMS AS A 
CONTRIBUTION TO THE 
War Errort 


The wartime decline in number of 
business firms has contributed substan- 
tially to the war effort. The presence of 
thousands of tiny and often sub-marginal 
enterprises was a luxury that could be ill- 
afforded at a time of severe shortages of 
manpower, materials, and equipment. 
By the disappearance of these firms, sub- 
stantial quantities of economic resources 
were released for more urgent uses and 
the nation’s war potential was increased. 

A conception of the extent of the sav- 
ing in manpower resulting from the de- 
cline in number of firms may be obtained 
from the data in Table IV. This table 
shows the net difference between the 
number of discontinued and new busi- 
nesses during 1942-43, by size groups, 
the average employment of firms within 
each size group, and the total amount of 
employment affected. As shown, the 
number of employed persons released by 
the decline in number of firms exceeded 
a million.* 


? It is not to be assumed that all of these persons were 
shifted to war jobs or to the armed forces. Some of 
them, or their equivalent, were undoubtedly required 
in surviving civilian businesses in order to offset the 
curtailment of output due to the net decline in number 
of firms. Others may have retired from gainful employ- 
ment. 
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In addition, substantial economies in 
the use of capital probably were accom- 
plished by the consolidation of economic 
activity into a smaller number of firms 
and by the reduction in the amount of 
costs associated with business turnover. 


Tasie IV. EstimateD NumBer or Workers ReE- 
LEASED AS A RESULT OF THE Net DECLINE IN 
NuMBER OF FIRMS, 1942-43 


(Paid employees, entrepreneurs, and unpaid family 











workers) 
Net 
Difference 
‘ Between av Total 
Size of Firm New and sd oj ~ Number of 
yore of Discontinued on Workers 
ee Firms, F all Released 
1942-43 
(Thousands) 
Total, all size 
groups —so1.1 1,075,000 
Firms with: 
o employees —311.2 1.09 338 ,000 
1-3 employees —189.0 2.57 485,000 
4-7 employees + 2.8 5.93 17,000° 
8-19 employees — 3.4 12.18 41,000 
20-49 employees + 0.3 30.22 9 ,000* 
§0 or more 
employees — 0.7 339-13 237,000 





* Increase in number of workers. 


On the whole, the decline in number of 
firms and the reduction in the rate of 
business turnover have been salutary 
from the point of view of achieving maxi- 
mum use of resources in wartime. There 
are, of course, disadvantages and dan- 
gers associated with these changes, and 
these must be considered before final 
judgment is reached. 

First, the decline in number of firms 
may have dulled competition in certain 
localities. It is doubtful, however, if this 
was important in view of the fact that 
the market was a sellers’ market in any 
case. 

Second, the disappearance of firms 
may have impaired the availability of 
goods and services in particular areas. 


This would hardly be an argument for 
retaining all of the discontinued busi- 
nesses, but it might suggest the desir- 
ability of retaining some. 

Third, the reduction in number of 
firms may have resulted in a permanent 
impairment of the relative position of 
small business and an infringement of 
the role of free enterprise in our econ- 
omy. This subject is discussed in the 
following section. 


PosTWAR PROSPECTS FOR THE 
Business PopuLaTIon 


The purpose of this section is to con- 
sider possible future trends in the busi- 
ness population. It is not possible to 
forecast with accuracy changes in the 
business population, especially insofar as 
these changes are related to the economic 
and political climate of the postwar 
period. Nevertheless, certain plausible 
conjectures may be made. 

Examination of long-term trends in 
the business population and of the likely 
future economic situation suggests that 
in the early postwar period the number 
of business firms will be at least equal to 
the number operating in 1941. In the 
long view, small business appears to be a 
persistent and hardy American institu- 
tion. Although the several million small 
independent enterprises constitute per- 
haps less than a major part of the econ- 
omy, yet they have shown clear evidence 
of sustained vitality. 

In the chart, several statistical series 
covering various periods between 1900 
and 1943 are presented, indicating in 
terms of index numbers trends in the 
number of business firms or number of 
persons in the entrepreneurial class. 
These series include: firms listed by Dun 
and Bradstreet, Inc., 1900-43; propri- 
etors, managers, and officials reported by 
the Bureau of the Census, 1900-40; 
income tax returns of corporations and 
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partnerships, 1920-43; and number of 
firms as estimated by the Department of 
Commerce, 1929-43. For purposes of 
comparison, an index of total human 
population is also shown. 

Though the several series of data vary 
considerably in scope and, perhaps, in 
degree of accuracy, certain general con- 
clusions may be derived from them. 
During the period from 1900 to 1929, the 
total number of firms apparently in- 
creased more rapidly than the total hu- 
man population. During the recession 
period of 1929-33, the number of firms 
declined sharply. Subsequently, during 
the long recovery period, the number in- 
creased steadily until a new peak was 
reached in 1941 just before Pearl Harbor. 
Apparently, at this time, the number of 
firms per capita was higher than at any 
other time since 1900.‘ This is a very 
significant fact from the point of view of 
appraising the postwar future of indi- 
vidual enterprise. 

There is no reason to suppose that the 
propensity of American citizens to go 
into business for themselves, demon- 
strated consistently over a long period, 
will be suddenly weakened by a few years 
of war. With the disappearance of many 
lucrative but temporary war jobs, return 
of the veterans, release of scarce ma- 
terials, removal of wartime restrictions, 
and easing of the labor market, thou- 
sands of persons will want to go into 
business. This will be especially true if a 
high level of general economic activity is 
maintained. Moreover, as a result of the 


‘The Dun & Bradstreet series indicates that the 
number of firms per capita was markedly less in the 
immediate prewar period than at any time before 1929. 
This apparent discrepancy is easily explained. The 
great increase in number of firms from 1933 to 1941 oc- 
curred largely as a result of the sharp increase in num- 
ber of filling stations, eating and drinking places, 
truckers, and service concerns. These are the very lines 
of business for which Dun & Bradstreet coverage is 
relatively restricted. 


war, many of these persons will have the 
wherewithal in the form of wartime 
savings and veterans’ allowances. It is 
fairly certain that the war has left a 
backlog not only of deferred demands 
for consumer goods but also of deferred 
desires to go into business. 

To restore the business population to 
its pre-war level of 3,400,000 would re- 
quite a net increase of about 500,000 
firms, as follows:5 
Construction 94,000 
Transportation, communication, and public 

utilities 
Wholesale trade 
Retail trade 


Finance, insurance, and real estate 
Service industries 


17,000 
30,000 
266 ,000 
12,000 
86,000 


Assuming a continuation of the present 
rate of discontinuances of about 250,000 
per year—a very low rate—this net in- 
crease could be achieved in two years 
with the annual entry of 500,000 new 
firms. This is about the number which 
entered in 1941. With the present back- 
log of potential entrepreneurs, however, 
it is probable that the number of new 
entrants will far exceed the number in 
any recent year. Thus, it is not unlikely 
that the slack in the business population 
will be taken up in even less than two 
years. 

As the number of operating firms in- 
creases, however, a larger proportion of 
them will be new and relatively unstable. 
Thus, the increase in business births is 
likely to be followed some months later 
by an increase in business deaths. Ulti- 
mately, a new equilibrium between 
births and deaths will be reestablished 
with rates which may be roughly similar 
to those prevailing before the war. These 
conclusions are, of course, provisional 
and will be affected by the general busi- 
ness situation and by governmental 


5A slight decrease in mining and manufacturing 


would be involved. 
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policy. They are offered as indicating the 
general shape of things to come—not the 
exact details. 

The net addition of 500,000 or more 
new firms is likely to have consequences 
the reverse of those associated with the 
disappearance of these firms. It is likely 
to provide employment for perhaps a 
million persons—in many cases sub- 
marginal employment, but employment 
nevertheless. It is likely also to require 
investment. 

Although many of the new firms will 
use existing buildings, machinery, fix- 
tures, and equipment, all will require 
some additional facilitities and many 
will require a completely new layout. 
Moreover, all will need new inventories 
of materials, supplies, or merchandise. 
If each new business will require on the 
average $1,000 of mew capital goods— 
which seems a modest estimate—the 
mere addition of 500,000 new enterprises 
will automatically create a demand for a 
half-billion dollars of new investment. 

This is hardly a significant sum in rela- 
tion to the total investment program re- 
quired for the maintenance of full em- 
ployment. Moreover, this investment, 
like the backlog of demand for consumer 
durable goods, is likely to occur in the 
early post-war years and to dwindle rap- 
idly as the business population ap- 
proaches its new equilibrium. From this 
same point of view, the prospects for 
markets resulting from the creation of 
new businesses should not be over- 
estimated. 


STATISTICS ON THE BUSINESS 
PoPpuLATION AND 
Tuer Uses 


The statistical data which formed the 
basis of this article have been recently 
compiled in the Business Structure Unit 
of the United States Department of 


Commerce. Data thus far developed, 
covering the period 1939-43, include 
estimates of number of operating busi- 
ness enterprises and number of new, dis- 
continued, and transferred businesses, by 
industry and size of firm.® These data 
were derived by piecing together infor- 
mation from the records of many Federal 
and State agencies. The principal sources 
were: State tax commissions, State regu- 
latory and inspection agencies, State in- 
dustrial commissions, State employment 
security agencies, Bureau of the Census, 
Bureau of Old Age and Survivors In- 
surance, and Bureau of Internal Reve- 
nue. In general, the data from these 
various sources were evaluated and com- 
pared, and, on the basis of standard 
statistical procedures of weighting, were 
converted to national estimates. The 
statistics are not to be regarded as 
strictly accurate in all respects but rather 
as fairly rough estimates based on care- 
ful study of available data.’ 

In the future, the records of the 
Bureau of Old Age and Survivors In- 
surance, which constitute the most com- 
prehensive single source of data on the 


* For statistics covering 1939-43 the reader is re- 
ferred to the following publications: Small Retailers 
Face the War (Senate Special Committee to Study 
Problems of American Small Business, Print No. 13, 
1942), pp. 39-53; Small Retail Store Mortality (Bulletin 
No. 22, Economic Series, Bureau of Foreign and Domes- 
tic Commerce, 1943); “Business Discontinuances 1940- 
1942,” Survey of Current Business, November 1943, 
pp. 15-19; “Trends in the Business Population,” 
Suroey of Current Business, March 1944, pp. 8-13; 
“The Business Population in Wartime,” Survey of Cur- 
rent Business, May 1944, pp. 9-14; “New and Dis- 
continued Businesses, 1940-43,” Survey of Current 
Business, July 1944, pp. 7-13. 

A summary of the data on number of operating con- 
cerns and number of new, discontinued, and trans- 
ferred businesses will be regularly presented in the 
statistical section of the Survey of Current Business. 
In addition, quarterly releases containing detailed in- 
formation will be available on request to the Bureau 
of Foreign and Domestic Commerce. 

™For a description of sources and methods, see 
Survey of Current Business, May 1944, p. 20, and July 
1924, pp. 12-13. 
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business population, will be used as the 
primary source. With the use of this 
source and with constant efforts to im- 
prove the accuracy of the estimates, it is 
anticipated that the statistics on the 
business population will become in- 
creasingly reliable. 

It is intended to release current quar- 
terly statistics on subjects already cov- 
ered, and to develop additional series 
showing classifications by geographic 
area, city size, and type of business or- 
ganization. It is planned also to prepare 
special studies of business mortality and 
of the factors and circumstances sur- 
rounding changes in the business popula- 
tion. These statistics are intended to 
provide an up-to-date record of the de- 
tailed characteristics and composition of 
the population of business enterprises 
and of changes in that population. 

The immediate impetus to the de- 
velopment of comprehensive data on the 
business population has come from the 
widespread concern over the effects of 
the war upon business and the resulting 
desire to obtain factual information on 
wartime changes in number of enter- 
prises and on business births and deaths. 
Since the data have become available, 
however, they have been put to many 
other important uses, and it is apparent 
that as a longer experience is recorded 
still more applications of the data will 
become practicable. 

In general, the data are useful to 
government as a factual basis for policy 
decisions concerning the structure of 
business, to businessmen as a guide to 
entry into business and as an aid in for- 
mulating marketing policies, to econ- 
omists as a source of additional factual 
knowledge on the operation of an enter- 
prise economy, and generally as a guide 
to public opinion on the impact of vari- 
ous events upon the business com- 
munity. The following are several specific 


uses of statistics on the business popula- 
tion: 


1. Basic data for market analysis and 
market planning. 


Statistics on the business population 
provide information on the number and 
geographic distribution of market out- 
lets of various types and sizes; they aid 
in interpreting changes in the channels of 
distribution resulting from the war and 
other basic social and economic changes; 
and they serve as a guide to decisions re- 
garding marketing policy with respect to 
the selection of types of outlets, ap- 
praisal of the costs of various marketing 
procedures, allocation of sales territories, 
and measurement of geographic poten- 
tials. These uses will be particularly im- 
portant during the reconversion period 
when businesses are picking up the 
threads of their peacetime activities and 
are reappraising their marketing pro- 
grams. 


2. Guide to potential entrepreneurs. 


Statistics on the business population, 
together with related studies, provide 
information on comparative mortality 
rates for various kinds, sizes, and loca- 
tions of business, on the statistical prob- 
abilities of success and failure under vari- 
ous circumstances, and on the conditions 
of success and the causes of failure. 
Moreover, by indicating the lines of 
business that are expanding or contract- 
ing, these statistics are useful in ap- 
praising business opportunities. Also, by 
showing the number of operating busi- 
nesses in various areas, the statistics are 
helpful in the selection of areas where 
new enterprises are needed. 


3. Information on the impact of social and 
economic events upon business. 


Current data on the business popula- 
tion are helpful in appraising the effects 
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of war, depression, technological change, 
and governmental intervention upon 
business. 


4. Basic data for analysis of the operation 
of an enterprise economy. 

Statistics on the population of business 
firms provide an insight into the process 
of economic adjustment; the flow of 
firms into and out of various industries; 
the shifting of the industrial structure 
with respect to industry, size of firm, and 
geographic area; the shifting of the 
structure of the business population with 
respect to size; the growth, decline, and 
other aspects of the life cycle of operat- 
ing businesses; the process by which en- 
trepreneurs are selected, eliminated, or 
shifted from enterprise to enterprise. 


5. Basic data for the study of competition 
and industrial concentration. 

Statistics on the business population 
provide comprehensive data on the size 
structure of industry, the proportion of 
various industries in the hands of large 
and small firms, and trends in the de- 
velopment of the big-business and small- 
business sectors of the economy. 


6. Indicator of business activity. 
Data on new businesses, new incor- 


porations, business discontinuances, and 
business failures are recognized indi- 
cators of business activity, both for the 
economy as a whole and for individual 
lines of business. 


7. Measure of the availability of consumer 
goods and services. 


Data on the business population by 
geographic areas provide an indication 
of the availability of consumer goods and 
services. This has been important during 
the war period when many communities 
have been left without convenient 
sources of various goods and services. 


8. Aid in public administration. 


The statistics are useful in appraising 
the magnitude of governmental regula- 
tory and enforcement problems relating 
to business and in planning the adminis- 
trative organizations therefor. 


9. Correction of statistical time series based 
on constant samples. 


Many statistical time series are de- 
rived from a constant sample of business 
firms. Business population statistics are 
useful in correcting these series for 
changes in number of firms. 








THE COAL MARKETING AGENCY 


R. E. HOWE 
Appalachian Coals, Incorporated 


Eprror’s Note: Mr. Howe is president of the coal 
marketing agency described in this article. 


PPALACHIAN COALS, INCORPORATED, 
A is a marketing agency which acts as 
exclusive sales agent for 39 producers of 
coal in the Southern high-volatile dis- 
trict (comprising Southern West Vir- 
ginia, Eastern Kentucky, Eastern Ten- 
nessee, and Virginia) with whom it has 
made contracts. Appalachian Coals, in 
turn, has made sales contracts with such 
other sales companies as are designated 
by the 39 producers. Thus those sales 
companies are agents of Appalachian 
Coals, and sub-agents of the producers 
who designate them. They sell the coals 
of the producers, under the general direc- 
tion of Appalachian Coals, into some 28 
states and into many foreign countries. 

Appalachian Coals was established in 
1932. At that time, as for many years 
preceding, the coal industry was in the 
dense shadow of depression. Bituminous 
coal was being consigned without orders 
to any and all available consuming 
points, and through many channels of 
sale and distribution. Many similar coals 
from the same producing unit were of- 
fered, one against the other, at varying 
prices and under different sales condi- 
tions. Producers were in financial diffi- 
culty and many of them were on the 
verge of bankruptcy. There existed no 
representative agency empowered and 
able to study and weigh carefully market 
conditions, market values, and customer 
acceptance of various competitive coals. 
Nor was proper consideration being 
given to the relative value of coal in 
direct competition with oil, gas, and hy- 
dro-electric power. 


Many meetings of coal industry 


leaders were held to discuss ways and 
means to combat the existing chaotic 
conditions. Numerous ideas, plans, and 
proposals were offered and carefully 
weighed and considered. The result was 
the acceptance, by the major part of the 
industry, of the marketing agency plan. 
Thus Appalachian Coals, Incorporated, 
came into being. 


SuPREME Court APPROVAL 


Knowing full well that the establish- 
ment of Appalachian Coals was a major 
forward step in the interest of the indus- 
try, a step that in its scope had never 
before been attempted, the proponents 
of the agency plan wanted to be sure 
that all of its activities conformed in 
every way with existing laws. The plan 
of organization and operation was sub- 
mitted to the Department of Justice of 
the United States for its study and ap- 
proval. After careful consideration the 
Department decided that it would not 
endorse the plan since it might be illegal. 
After numerous conferences it was de- 
cided that the only definite way to deter- 
mine the exact legal status of the plan 
would be for the Government to bring an 
injunction proceeding against the cor- 
poration to permit a final and binding 
determination on that point to be made 
by the courts. This was done, and the 
proceedings were carried through the 
Supreme Court of the United States. 

On March 13, 1933, the Supreme 
Court found in favor of Appalachian 
Coals, Incorporated (288 US 344). The 
decision, written by Chief Justice 
Hughes, and concurred in by seven 
members of the Court, found that the 
agency was not a monopoly or a com- 
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bination in restraint of trade, and that 
it could proceed to do business according 
to its plan of operation. 


MARKETING PRoBLEMS ENCOURAGING 
Use or MARKETING AGENCY 


As an exclusive sales agent Appa- 
lachian Coals is organized to secure from 
all available sources all the information 
it can obtain relative to the market 
values of its coals. This information con- 
cerns available markets, market trends, 
and competitive conditions. From this 
information it determines from time to 
time what the market values are for its 
many grades and its 125 sizes of coal. 
In determining what such market values 
are, it takes into consideration competi- 
tion from all sources, including other 
coals produced in its own area, coal from 
competing fields, fuel oil, natural gas, 
and hydro-electricity. 

The marketing of coal is unlike that of 
other products. A large part of the coal 
sold moves normally on annual con- 
tracts. Both seller and buyer, therefore, 
contract for a product which is under- 
ground and hidden from view at the 
time of the agreement. The producer can 
never be exactly certain what conditions 
he will find underground as his mining 
progresses. Moreover, to make a contract 
for any one size, the producer must have 
reasonable assurance of his ability to sell 
all the other sizes which he must simul- 
taneously produce in the normal course 
of his operations. The hardest job of the 
sales agent of any producing company is 
to balance contract obligaticns so that 
all the different sizes which are produced 
can be shipped from the tipples cur- 
rently, with no accumulation of cars of 
unsold coal. 

The consequence is that actual sales 
negotiations are different from those 
which occur in industries which sell a 
standard article “‘off the shelf.”” Negoti- 


ations for a coal contract are frequently 
protracted, and must be carried on 
simultaneously with negotiations for 
other contracts so that a producer may 
wind up with reasonably balanced com- 
mitments for his total production, ac- 
cording to sizes produced. This market- 
ing difficulty, peculiar to the coal indus- 
try, requires that prices be flexible and 
adjustable to each producer’s peculiar 
necessity for moving certain sizes at cer- 
tain times. 

Because of the limited storage space 
on railroad mine tracts, shippers are not, 
and could not reasonably be, permitted 
to use railroad cars on these tracks as 
mere storage facilities. If cars are held 
over unsold from one day to the next, the 
railroad company penalizes the mine 
by charging such cars against the mine as 
cars furnished for the next day. Thus in 
a very short time a mine would have to 
close down for the lack of empty cars if 
many unshipped cars were permitted to 
accumulate on its tracks. Storage on the 
ground at the mine is not practicable, as 
the mines are located in very mountain- 
ous country where there is not enough 
level land for this purpose. Furthermore, 
the cost of storing coal, and rehandling 
it for ultimate shipment would be pro- 
hibitive. It follows that practically all 
of the production of every mine must 
be sold and shipped daily. 

The year-around pressure to sell and 
ship coal daily as it is produced is as 
great as the seasonal pressure on the 
fruit-grower or vegetable-grower, whose 
products must be shipped when they are 
ready for the market, and must be sold 
upon arrival at the market, regardless of 
market price or value. Such unsold cars 
of coal arriving at the market are known 
as “distress” coal since the efforts of 
producers to dispose of such coal, 
through many different outlets, produces 
a downward pressure on the markets. 
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One of the purposes for which Ap- 
palachian Coals was set up was to bring 
to an end, through broad general sales 
supervision, the disastrous pyramiding 
effect of independent efforts by inde- 
pendent producers working blindly to 
sell distress coal through numerous sales 
outlets. 

The markets for the coals of the 
agency’s producers are widespread and 
varied. The mines represented produce 
coals from their various seams that are 
suitable for every purpose for which 
high-grade high-volatile coals can be 
used. For example, coal from these mines 
is used in by-product coking; gas mak- 
ing; the smelting, refining, and process- 
ing of metals; the generation of steam 
(including electric power plants, rail- 
roads and a wide range of industrial 
prime movers); for domestic household 
use; and the heating of business and in- 
dustrial buildings, apartments and space 
heating generally. 

The agency, serving a number of pro- 
ducers, is able to do a more effective and 
amore economical job of sales promotion 
and distribution in these multifarious 
markets than the producers individually 
could possibly do. The advantages of the 
selling agency are enhanced by the fact 
that the efficient marketing of bitumi- 
nous coal is a highly complicated, tech- 
nical problem. No two industrial plants 
are exactly the same. There is often a 
considerable difference between the 
value of coal when applied to one plant 
and the same coal applied to another 
plant, even with the same type of burn- 
ing equipment. 

Coals have different chemical analy- 
ses, different burning characteristics, 
different size consists, and different ash- 
fusing temperatures. The wide variation 
in the physical and chemical characteris- 
tics of different coals, coupled with a 
much wider variation in burning-equip- 


ment, and in operating conditions in the 
various plants in which coal is consumed, 
bring about a situation under which ex- 
treme skill in marketing is required. Ef- 
ficient selling becomes, under these cir- 
cumstances, a problem of appiying coals 
which, on the one hand, will give the 
highest value to the consumer in his par- 
ticular plant, and at the same time will 
enable the producer to place his particu- 
lar coals where they will procure for him 
the best relative realization. 

All coal sold by the agency is sold com- 
petitively, not only with coals sold by 
others from the same producing district 
as well as from other producing dis- 
tricts, but also with coals produced by 
other producers under contract with the. 
agency. Appalachian Coals can do this 
only because all producers whose coals 
it markets have confidence in its fairness 
and integrity, as well as in its ability 
to sell all their coal to their respective 
ultimate best advantage. 


MARKETING ProBLemMs ILLUSTRATED 


An illustration of the agency’s prob- 
lems and procedures may be found in the 
sale of its industrial coals generally. The 
coals from every seam mined by its pro- 
ducers and sold by the agency are suit- 
able for burning under boilers in indus- 
trial and utility plants. However, there 
are many different types of power plants, 
different kinds of stokers or pulverizers, 
different methods of installation of 
fuel-burning equipment, and other fac- 
tors which narrow the range of coals 
which will be most suitable to meet con- 
ditions in any given plant. 

It is not at all uncommon to find that 
two plants with practically identical 
fuel-burning equipment will require dif- 
ferent types of coal, due to diversity in 
the load conditions at the two plants. 
One plant may require, due to its design, 
a relatively low ash-fusion temperature. 
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Another plant may require the exact re- 
verse. While in every case it is desired to 
have a coal with as high a heat content 
as is possible, it is not uncommon to find 
a plant selecting a coal with a low B.t.u. 
content in order to obtain other desir- 
able characteristics of that particular 
coal which meet their particular prob- 
lem. It is an axiom that the older a plant 
becomes, and the more load that is im- 
posed on it, the greater becomes the 
problem of coal selection. 

Three new boilers may be installed 
in the same year in a given city. One 
may require coal with an ash which will 
become a liquid in the furnace; another 
may require a coal with an ash which 
will clinker; and the third will require 
coal with an ash which will not clinker. A 
furnace may be so designed that it can 
use only a few types of coal—those 
having the highest heat value—since it 
may be physically impossible to burn 
enough coal with lower heat value to sup- 
ply the desired amount of steam. 

As can readily be seen, the very char- 
acteristic of the coal which makes it 
most desirable in one installation will 
make it very undesirable, or even im- 
possible to use, in another installation 
of the same type. The problem is to get 
into every plant exactly the right coal to 
do efficiently and economically the job 
which that particular plant must do. The 
engineering staff of the agency works 
constantly to find the answer to that 
problem for the agency’s many cus- 
tomers. 

It usually requires months, and some- 
times years, to induce a user of by-prod- 
uct coal to change his mixtures of coal, 
or to change the character of the coals he 
uses. Some coke makers buy different 
percentages of various coals and blend 
them before burning. Purchasing agents, 
chemists, combustion engineers, and 
plant managers take the greatest pains, 


often over long periods, to test a single 
coal. If a coal is not satisfactory to them, 
if it does not produce the exact result 
they want, it is practically impossible to 
sell them that coal at any price. 

There are very few by-product plants, 
however, that do not have a list of sev- 
eral coals which are satisfactory for 
their use, as well as several sources of 
supply. Even after making a thorough 
and satisfactory demonstration and test 
of the agency’s coals, a consumer thus 
has the opportunity to shop around and 
negotiate with many other producers for 
his coal supply. Appalachian Coals may 
offer him a half-dozen different sizes and 
qualities of coal for coke making, all at 
different prices, and he can purchase 
from the agency coals of his selection, or 
he can buy from its competitors. He se- 
lects not only coal with the chemical 
composition he wants, but also the size 
that is best adapted to his plant. 

Appalachian Coals, Incorporated, sells 
some of the nation’s very best coals; it 
has a substantial volume of production; 
and it can guarantee reasonable de- 
liveries according to the consumer’s re- 
quirements. Its coals are carefully pre- 
pared and inspected. No concern selling 
coal has a better engineering force or 
more expert technical and scientific 
knowledge about coal and its uses. All 
of these things put its salesmen in a 
position to present its coals to their cus- 
tomers with confidence in their ability to 
furnish, in all normal times, the proper 
coal for the needs of those customers. 

For a further illustration of a coal 
marketing problem, coal sold for steam- 
making purposes may be selected. Users 
of such coal include public utility plants 
and factories of all sorts. Dozens of dif- 
ferent firms make steam boilers of dif- 
ferent types in which coal for steam and 
heating purposes is burned. Just as types 
of boilers are widely varied, so there is a 
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great variety of steam coals to be had. 

What coals can be successfully used in 
various types of equipment depends 
upon the type of the boiler, and upon the 
pressure under which it is operated. Or- 
dinarily it would seem desirable to have 
a coal with a low ash content and a high 
B.t.u. rating to generate steam, but in 
many plants coal with 34 to 4 percent 
ash would burn up the grates. Such 
plants want coal containing 7 to 8 per 
cent or more of ash. On the other hand, 
another plant may need a low-ash coal 
with very high melting-point, and will 
pay a substantial premiun,, if necessary, 
for coal which the first plant could not 
use at all. 

Unsuitable coal burned in a boiler 
may melt, cut off the air, burn up the 
boiler, close down the plant, and cause 
considerable damage and delay to the 
user. One of the agency’s services is to 
prevent the possibility of such occur- 
rences by placing in such plants only 
coals which are best suited to do the par- 
ticular job. It sells approximately a 
dozen sizes of coal for steam-making, 
from 40 different seams of coal, and with 
a wide variety of values and prices. 

Many plants can use coal from a great 
many of the seams which Appalachian 
Coals represents. They can buy the sizes 
and qualities of coal they want, at the 
related prices for those various sizes and 
qualities, not only from Appalachian 
Coals, but from a large number of pro- 
ducers in many states. A steam-coal user 
in Detroit can buy coal, not only from 
the four states where the agency’s coals 
are mined, but also from Pennsylvania, 
Maryland, Northern West Virginia, 
Ohio, Indiana, and_ Illinois—regions 
producing more than 80 per cent of the 
total coal production of the United 
States. It is the comparatively large vol- 
ume and variety of coals the agency 
offers for sale, its experience, its facilities, 


its engineering knowledge, and its repu- 
tation as well as that of its producers for 
reliability, that enable its coals to hold 
their own in all markets where high- 
quality coals are required. 

As a last example of problems inher- 
ent in the marketing of coal, the coal 
sold for office, household, and apartment 
heating may be considered. This type of 
coal is sold by the agency primarily to 
retail dealers, who resell and deliver it 
to the office buildings, apartment houses, 
and dwellings. The mines of Appalachian 
Coals produce a wide variety of coals of 
different sizes and qualities to serve these 
needs. Many of these coals are almost 
identical in size, appearance, and heat 
value, but they differ in chemical com- 
position. The consumer may find by 
actual trial that some of them are more 
desirable than others in his particular 
fuel-burning equipment. Such coals are 
sold at substantial differences in price, 
both at the mines and at the point of 
consumption, depending upon many fac- 
tors, including quality, uniformity, prep- 
aration, and reputation of the coals and 
of their sellers. 


Sates AIpDs AND MERCHANDISING 
ACTIVITIES 


Appalachian Coals has been a leader 
in developing and disseminating knowl- 
edge of the technical aspects of coal- 
consumption in order to place coals 
where they will give the best value for 
the fuel-dollars expended. It has spon- 
sored meetings on fuel engineering at 
which much technical knowledge not 
found in books or literature has been 
brought together and disseminated gen- 
erally to coal producers and coal con- 
sumers. The record of these meetings is a 
veritable mine of up-to-date informa- 
tion. In carrying on such pioneering ac- 
tivities, the agency has contributed sub- 
stantially to the fund of technical 
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knowledge about coal and its use. 

The agency gathers statistics on num- 
berless phases of the coal industry, and 
it furnishes its sales executives with 
much information which they can and do 
use effectively in selling coal. By main- 
taining constant contact with the trade 
through advertising, or by meeting with 
the buyers of industrial coals and with 
retail coal merchants, singly and in 
groups, it assists in keeping its pro- 
ducers’ coals constantly before the buy- 
ing public. 

It has published pamphlets designed 
to assist the coal-consuming public in 
using coal more efficiently. Its publica- 
tions, such as Make Mine Egg, Which 
End?, Stoker Etiquette, and more re- 
cently, Know How to Solve Heating 
Problems, have been distributed by the 
hundreds of thousands. It publishes 


every week, in about thirty metropolitan 
newspapers, a column, “Why Waste 


Coal?” which invites letters from con- 
sumers about their heating problems or 
difficulties. It gives very careful and 
scientific consideration to the many re- 
sultant inquiries, and its replies are di- 
rected toward specific suggestions and 
solutions for each individual problem 
presented. 

One of the purposes of the agency is 
to keep in close touch with the markets, 
and to appraise future market trends. 
It publishes quarterly forecasts which are 
disseminated among the producers and 
among the trade. These forecasts are 
widely quoted in trade journals and they 
have an excellent reputation for relia- 
bility. Each week it publishes a bulletin 
which keeps its producers and sales agen- 
cies up-to-date on current matters of im- 
portance to the coal industry. 

In normal times the agency is con- 
stantly engaged in advising, assisting, 
and cooperating with manufacturers of 
fuel-burning equipment, such as stoves, 


boilers, and stokers. It has worked for 
the improvement of equipment for the 
better utilization of coal. It has worked 
with the smoke-abatement problem in 
many cities, and it has assisted in the 
preparation of ordinances to help in this 
work. It has carried out a great deal of 
educational activity in many cities in an 
effort to teach people how to use coal 
economically and efficiently—to show 
them that smoke is an economic waste. 

The agency has also worked out a plan 
whereby the retail coal merchant can 
keep track of his customers’ consumption 
of coal. Under this plan a coal merchant 
can measure the degree-day value of a 
ton of coal in his customer’s bin. By 
using degree-day information based on 
recent ten-year averages, and at the 
same time by checking with the current 
season’s development thereof, he can 
tell weeks or months in advance when 
his customer will have consumed the 
coal originally put into his bin. 

By means of a simple conversion chart, 
the coal merchant can set up several 
months ahead his records for calling a 
customer for a re-order before his coal is 
all consumed, and before the competi- 
tors “get to him.” Merely by adding up 
the projected requirements of all his cus- 
tomers, the coal merchant knows how 
much coal he must have in stock, or en 
route, during each month of the season. 

The agency maintains no statistics as 
to the cost of producing coal, and its 
prices are not based upon cost of produc- 
tion. Instead, they are the results of 
almost daily appraisals of the market 
and they take into consideration com- 
petition from other coals, natural gas, 
fuel-oil, hydro-electric power, and other 
sources of heat and energy. In selling its 
coals the agency keeps constantly in 
mind not only its contract obligation 
with its producers to sell their total pro- 
duction at the best price obtainable, but 
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also the need to preserve the good will of 
its customers, which is its most valuable 
asset. It endeavors to promote the good 
will of the coal-consuming public for its 
own coals and for coal generally, and to 
show that coal is the most economical 
and the most dependable source of heat 
and power. 

During the past four years, while the 
war-demand for coal has been so great, 
one of the agency’s major activities has 
been to cooperate whole-heartedly with 
the War and Navy Departments, the 
Solid Fuels Administration for War, and 
the War Production Board, in working 
out an equitable distribution of coal for 
all war and necessary civilian needs. 

During the war period of full demand 
the agency has cooperated with old and 
new customers to see that they receivead- 
equate amounts of coal. It has furnished 
combustion and engineering service to 
many war industries in planning their 
power plants, in selecting their coals, and 
in obtaining supplies of those coals. 


THE Future 


Long ago Appalachian Coals started 
doing some postwar planning in behalf 
of the coal industry. This of course is a 
continuing problem, but a great deal of 
attention is being given to it. 

Marketing conditions today are differ- 
ent from those which prevailed when the 
agency was organized, in that the de- 
mand for coal has greatly increased, 
chiefly as a result of the war. But the 
basic economic factors which prevailed a 
dozen years ago still prevail. Storage at 
mine tracks is still limited. More sizes 


are produced today at the different mines 
than in 1932. The agency’s mines com- 
pete with coal from other districts that 
have advantages in freight rates and 
costs, and with other sources of energy 
which are not large employers of labor. 
Moreover, the relationship between the 
wage scales in the agency’s producing 
area and the wage scales in other pro- 
ducing districts changed adversely dur- 
ing the past few years. Production cost 
increases in the agency’s producing area 
due to that cause have been propor- 
tionately much greater than they have in 
competing districts. 

To hold their markets in the face of 
increasing adverse conditions, the pro- 
ducers in the agency’s producing area 
must use greater efforts to sell their. 
coals to the customers to whom their 
coals have the greatest value. From the 
point of view of production cost, and 
transportation cost to markets, those 
producers are laboring under severe 
handicaps. The service Appalachian 
Coals, Incorporated, is rendering for its 
producers, its consumers, and the public 
is of as much value today as it was at 
its beginning 12 years ago. It has built 
up a trained organization and it has 
gained valuable experience. It would be 
impossible to build such an organization 
if it were to operate only during periods 
of depression. In good years it must grow 
in knowledge, experience, and good will 
while it serves, in order that it may bea 
healthy going concern at all times for the 
benefit of the coal-consuming public and 
the important coal industry. 











AN ANALYSIS OF THE COMPARABILITY TABLES 
OF THE CENSUS OF RETAIL DISTRIBUTION’ 
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Eprror’s Note: Al those who have occasion to use the 
Census of Retail Distribution will be greatly aided by 
the table developed in this article. 


TATISTICIANS interested in tracing the 
S cyclical or secular development of in- 
dustry in Census publications of the 
United States Bureau of the Census have 
frequently found their use of the Census 
of Retail Distribution hampered by the 
numerous changes in the classifications 
used. Although there have been only 
three censuses of retail distribution, the 
changes in the contents of classifications 
have been so frequent that items appar- 
ently related can seldom be compared 
directly. At times, in order to secure data 
having the same content throughout the 
decade, several industries, often in rather 
remote relation to one another, must be 
combined. 

The miscellaneous classifications are 
particularly troublesome. To obtain a 
1939 equivalent for “Other apparel 
stores,” for example, it is necessary to 
combine the following 1929 classifica- 
tions: (1) custom dressmaking establish- 
ments, (2) mail-order apparel houses and 
(3) children’s specialty stores. While 
these classifications were relatively un- 
important in 1939 and it was necessary 
to combine them in order that figures 
might be disclosed on an area basis, a 
better system of combinations might 


1 In this discussion only the 1929 and 1939 columns 
in the comparability table are considered. The 1935 
Census was made without the special legal power to 
secure returns from retailers and is, therefore, less ac- 
curate than the others. In the revision of this article, I am 
much indebted for innumerable improvements in style 
to Dr. Frederick A. Blossom, Editorial Officer of the 
Library of Congress and Mr. E. C. McClintock of the 
University of Virginia. 
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have been devised. “Mail-order apparel 
houses,” for example, might have been 
combined with one of the classifications 
in the “General Merchandise Group”; 
“Dressmakers” might have been made a 
part of “Custom tailors” and “Chil- 
dren’s specialty stores” a part of “In- 
fant’s wearing apparel.” 

Similarly, in order to obtain an equiva- 
lent for “Other home-furnishings stores,” 
1939, it is necessary to add together the 
following heterogeneous 1929 classifica- 
tions: (1) “Antique and used furniture 
dealers,” (2) Fuller brush salesmen, (3) 
“Picture and framing stores,” (4) ““Awn- 
ing, flag, banner, window shade, and 
tent stores” and (5) “Lamp and shade 
stores.” While the last three items can 
be obtained without violence to estab- 
lished relationships, it would seem more 
appropriate to classify “Antique and 
used furniture dealers” with “Antique 
shops” or “Furniture stores,’ and “Flag 
and banner shops” with “Floor covering 
stores” or “Drapery, curtain, and up- 
holstery stores.” 

Persons using U. S. Census volumes 
have to contend with another difficulty. 
When the title of a classification is al- 
tered between censuses, there is nothing 
to indicate whether there has been a 
change of content. As approximately 
three-quarters of the 1929 titles had been 
altered by the end of the succeeding 
decade, anyone having to use a number 
of classifications has to undertake ex- 
tensive research in order to determine 
what changes in contents, if any, were 
made. Thus, seven out of the thirteen 
entries of the “Food Group” were 
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changed, but an examination of the con- 
tents of all thirteen entries is necessary 
in order to establish that the contents of 
only one had been affected. Again, 
whereas the change of the title “‘Soft- 
drink stands” in 1929 to “Soft-drink, 
juice, ice cream stands” in 1939 was 
purely verbal, the change in the title 
“Men’s clothing and furnishings stores” 
to Men’s-boys’ clothing stores (and fur- 
nishings)”’ entailed an extensive change 
in content. 


THE Census COMPARABILITY TABLE 


To simplify the work of persons using 
the census volumes, at least as far as the 
Census of Business is concerned, the 
Bureau of the Census has introduced a 
comparability table at the end of each 
of the distribution and service volumes. 
The Bureau’s intentions in making such 
an analysis deserve much applause. Had 
it been carried out as originally con- 
ceived, it would have eliminated the 
need of analyzing each classification for 
changes of content as a preliminary to 
using the figures with confidence. Un- 
fortunately, however, items listed as 
comparable in the table are often not 
identical in content. 

Despite the fact that group equiva- 
lents are naturally more important than 
those of individual items, the table fails 
to make the groups, as well as the indi- 
vidual items, comparable. Even worse, 
the group titles are reprinted in the body 
of the table without indicating that they 
are actually incomparable, and only re- 
printed in order to aid in the identifica- 
tion of the individual items with their 
groups. 

For instance, the ‘“‘Other retail stores” 
group for 1939 is scheduled as if it were 
the equivalent of the group of the same 
title in the 1929 column, although by 
1939 hardware and bicycles had been 
transferred to other groups. In the 1939 


tabulation the fact that a transfer was 
made is noted in the 1929 column op- 
posite the specific 1939 items, but no 
mention is made of the effect of the 
transfer upon the totals of either the 
1929 or 1939 groups acquiring and los- 
ing the classifications. If one were to use 
the table as it is printed to ascertain 
the number of employees in the “Other 
retail stores” group in the United States 
for 1929, the erroneous result would be 
13 per cent in excess of the correct figure. 
The “Automotive group” and the “Fur- 
niture-Household-Radio” group _illus- 
trate the same point.? Admittedly, mis- 
apprehension might be avoided in such 
instances by a detailed study of the en- 
tire comparability table, but a compara- 
bility table is not designed to be read in 
its entirety, but to be used as a reference 
for specific items. 

Misuse of group and sub-titles is, how- 
ever, not the principal difficulty. Since 
no explanation is given of the function of 
the sub-title in the comparability table, 
the reader is forced to make his own in- 
terpretation. As a basis for such an 
interpretation, he has to cope with two 
different situations which frequently oc- 
cur in series. In one instance, the speci- 
fied items are only part of a 1929 sub- 
group; in the other, they constitute the 
whole of the sub-group. The significance 
of the sub-title can, therefore, be cor- 
rectly worked out only through a de- 
tailed examination of the entire table. 
The object of a comparability table, ob- 
viously, is to save the user’s time, not 
to consume it. 

A reader who relies on a spot analysis 
to determine the significance of a sub- 


2 There are also a number of arithmetical errors in 
the 1929 Census of Retail Distribution. Thus, the num- 
ber of proprietors of the “Food Group” in the U. S. 
Summary Table, Volume I, Part 2, is given as 5,000 more 
than it should be. Altogether, the writer has discovered 
136 ascertainable errors in the 1929 employment figures. 
A list of these will be furnished if desired. 
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title may happen to select a series in 
which the entire list of items comprising 
a sub-group is exactly equivalent. From 
this he might erroneously conclude, 
therefore, that the long list of items fol- 
lowing the sub- heading is superfluous, 
especially as the 1939 item is placed on a 
line with the sub-title, rather than with 
the items to which it is actually equiva- 
lent. Should he later meet some cases 
where only a part of a 1929 sub-group is 
equivalent to a 1939 classification, he 
might be led into some very embar- 
rassing errors. 

On another hand, a user of the table, 
happening to refer to an item in which 
only part of a 1929 sub-group was 
equivalent to the 1939 classification, 
might generalize therefrom that the sub- 
title and colon indicate that a 1939 classi- 
fication is not fully equivalent to a 1929 
sub-group. As a result, should he later 
run into a case where an entire 1929 sub- 
group is equal to the 1939 classification, 
he might waste a great deal of time seek- 
ing vainly for the items to eliminate. 

But the reader will be completely per- 
plexed when he runs into a situation 
where a 1929 sub-group is equal to two 
or more successive 1939 classifications, 
as in the case which follows: 


1939 Classification Corresponding classification 
in 1929 

General merchandise stores 
with food General merchandise stores: 
with food departments 

General merchandise stores 
—other without food departments 

Army and Navy goods 
stores 

Women’s exchange and 
handwork shops 


Although the first 1939 item corre- 
sponds to only part of the 1929 group, 
it is printed on a line with the whole 
group from which the reader quite nat- 
urally infers that it is equivalent to that 
group. On closer inspection, however, he 
will discover that the second 1939 item 
is likewise equivalent to part of the same 


sub-group. Further, even though the 
two 1939 items are not bracketed as 
being equivalent to the whole 1929 sub- 
group, the reader is liable to conclude, 
though with some misgivings, that only 
as a whole has the 1929 sub-group any 
equivalent in 1939. Actually, however, 
the first part of the 1929 sub-group cor- 
responds to the 1939 classification 
printed on the line above it and opposite 
the sub-title, while the second 1939 
classification has as its equivalent all the 
1929 items printed on a line with or be- 
low it. 

The reader is not supposed to under- 
stand that the first 1929 classification is 
equal to the entire sub-group because it 
is printed on the same line as the 1929 
sub-title; nor is he supposed to deduce 
that both 1939 classifications are equal 
to the entire 1929 sub-group, although 
that is the only way to explain satisfac- 
torily the first 1939 item being printed 
on the same line as the sub-title. In- 
stead, he is expected to regard “‘General 
merchandise stores with food,” 1939, as 
equivalent to “General merchandise 
stores: with food departments,” 1929, 
and “General merchandise stores— 
other,” 1939, as equivalent to the other 
three 1929 items. 

On the other hand, when the Census 
authorities arranged in a somewhat simi- 
lar manner the two 1939 classifications 
reproduced below, they intended them 
to be taken together as equivalent to the 
sum of “‘Coal and wood yards” and “‘Ice 
dealers” (which together constitute the 
1929 sub-heading “Coal and wood yards 
—ice dealers”’). 


1939 Classification Corresponding Classification 
in 1929 
Coal and wood yards—ice 
dealers: 
Coal and wood yards 
Ice dealers 


Fuel and ice dealers 


Fuel-oil retailers 


Again, in the following instance, the 
Bureau intends the reader to combine 
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two or more 1939 classifications as the 
equivalent of a 1929 sub-group: (1) 
“Lumber yards,” (2) “Building ma- 
terials dealers” and (3) the first three 
1939 items of the “Automotive group.’ 

An explanation of the mechanism of 
the table would have been helpful to a 
reader desiring to make use of it. The 
necessity of explaining how to use the 
table might have resulted in a more con- 
sistent method of indicating (1) an en- 
tire 1929 sub-group that corresponds toa 
single 1939 classification, (2) a part of a 
1929 sub-group equal to a single 1929 
classification and (3) a 1929 sub-group 
equal to two or more successive 1939 
classifications. 

A further unfortunate circumstance is 
the omission from the table of several im- 
portant classifications, which destroys 
the comparability of several groups of 
entries.* For example, in addition to the 
four 1929 items mentioned in the table, 
“Lamp and shade stores” should have 
been included to make up the equivalent 
of the 1939 “Other home-furnishings 
stores.” On the basis of the number of 
wage earners employed in the United 
States in 1929, the equivalent as it 
stands in the table accounts for only 
94.8 per cent of the actual equivalent. 
Again, “Motorcycle dealers” and “Bi- 
cycle, motorcycle, and supply stores,” 
together with “Bicycle shops,” ought in 
like manner to have been made the 
equivalent of a combination of the 
two 1939 classifications, “Motorcycle 
dealers” and “Bicycle shops”; in the 
comparability table constructed by the 
Bureau of the Census, however, ““Motor- 
cycle dealers,” 1939, appears to be the 
equivalent of “Motorcycle shops,” 1929. 

The comparability table also fails to 
record accurately the stubs used in the 


* These omissions were called to the attention of the 


Bureau six months before their lithographed volume 
was issued. 


1929 Census. A few typical examples 
may be cited from the food group en- 
tries. Minor errors of transcription are 
designated by a single asterisk, impor- 
tant ones by a double asterisk. 


Cvassirication Heapincs Comprisinc Group I or 
THE 1929 Census or Retait DistrisuTIon 


In the Comparability table of In the 1929 Census of Retail 


the 19379 Census of Retail 
Distribution 
*Food Group 
Grocery stores (without 
meats) 
**Combination stores 


Meat markets with gro- 
ceries 
**Dairy products stores 


Milk dealers 
Meat markets 
*Fish markets—sea food 
Candy stores—nut stores 
Confectionary stores 
Delicatessen stores 
Fruit stores and vegetable 
markets 

*Bakeries and caterers: 

**Bakeries—bakery goods 


Caterers 
Egg and poultry dealers 
Other food stores: 


Distribution 


Food group 
Grocery stores (without 
meats) 
Combination stores (grocer- 
ies and meats) 
Meat markets with groceries 


Dairy products stores (in- 
cluding ice cream) 
Milk dealers 
Meat markets 
Fish markets—sea food 
Candy stores—nut stores 
Confectionary stores 
Delicatessen stores 
Fruit stores and vegetable 
markets 
Bakeries—caterers: 
Bakeries—bakery goods 
stores (except manufac- 
turing bakeries) 
Caterers 
Egg and poultry dealers 
Other food stores: 


*Coffee, tea, spice dealers 

Farm products stores 

**General food stores (mis- 
cellaneous) 

*Bottled waters and bev- 
erage dealers 


Coffee, tea, spices 
Farm products stores 
General food stores 


Bottled waters and bev- 
erages 


It will be seen that the discrepancies 
are sufficiently numerous to disturb a 
person not thoroughly experienced in 
handling Census data. For example, the 


entry “Dairy products stores,” minus 
the parenthetical phrase that should 
have accompanied it, is the same as a 
1929 sub-grouping. In the “Dairy prod- 
ucts stores” sub-group, there are 7,158 
more retail shops in the United States 
than in the “Dairy products stores (in- 
cluding ice cream)” item—a difference of 
more than 260 per cent. Obviously, the 
classification headings must invariably 
be checked with great care or the reader 
may be led into appreciable error. 
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Finally, the Bureau’s table follows the 
1939 Census in sacrificing the sub-group- 
ings used in the 1929 Census. Many of 
these sub-headings, such as “Depart- 
ment stores” and “Dairy products 
stores,” were extremely useful descrip- 
tive items and their omission was un- 
fortunate. Eleven comparable sub-classi- 
fications which could have been set up 
in the 1939 Census to correspond to sub- 
headings employed in 1929 were 
omitted.‘ 

A well executed comparability table 
would have filled a long-felt need. The 
table that was actually provided fails 
to (1) show comparability between 
groups, as well as between individual 
classifications, (2) present the 1929 
equivalents of 1939 classifications in an 
easily understandable manner, because 
of the infelicitous use of sub-group 
titles, (3) indicate clearly when two or 
more 1939 items were to be combined to 
obtain the equivalent in 1929, (4) give, 
in some instances, correct 1929 equiva- 
lents, (5) reproduce the titles of the 1929 
classifications correctly, and (6) provide 
the maximum number of significant com- 
parable items, because of the sub-groups 
from the 1939 Census decision to omit 
all sub-groups from the 1939 Census. 


A New ComPARABILITY TABLE 


In the table reproduced later in this 
paper an attempt has been made to cor- 
rect the Bureau’s comparability table; 
to clarify it so that all items, group as 
well as individual, shall be comparable; 
and to derive from the 1929 and 1939 
Censuses the maximum number of com- 
parable classifications.® 


‘These sub-groups are “Dairy products stores”; 
“Meat markets (including sea foods)’; “Candy and 


confectionary stores”; “‘Men’s and boys’ clothing and 
furnishing stores” ; “General merchandise stores’; 
“Women’s accessories stores”; “Other apparel stores”; 
“Shoe stores”; ““Radio and music stores”; “Other auto- 


motive establishments”; “Farmer’s supplies.” 


This table is divided into five columns. 
The middle column sets up a classifica- 
tion list which restores the 1929 sub- 
groupings abolished in 1939 and thereby 
provides the largest number of compara- 
ble items from the two Censuses. The 
equivalents for 1939 and 1929 are given 
in columns two and five, respectively. 
Immediately to the left of each of these 
columns (i.e. in columns 1 and 4) the 
exact position of each equivalent in the 
United States Summary table is indicated. 

Roman numerals identify the group 
of which the item is a member; capital 
letters, the sub-headings; and arabic 
numbers, any further sub-divisions. 
Equivalent entries are numbered in the 
order in which they appeared in the 1929 
and 1939 general table. Thus, the posi- 
tion of “Dairy products stores” in the 
1929 Census is given as I C 1, which 
indicates that it is the first item in the 
third sub-heading of the first group in 
the 1929 U. S. Summary table. (Capital 
letters are not employed to designate the 
position of 1939 classifications because 
sub-groupings were discontinued in that 
Census.) 

As far as possible, classifications are 
presented in the order in which they ap- 
pear in the 1939 Census. But, in order to 
restore sub-groupings to the compara- 
bility table, it sometimes became neces- 
sary to rearrange items which had been 
part of a sub-group in 1929 but were sep- 
arated in 1939. Thus, “Piano, musical 
instrument stores” and ‘‘Music stores 
(without radio)” were taken out of both 





5 A table is given only for kinds-of-business classifi- 
cation, as types-of-operation analysis can be used only 
with the U. S. Summary table of the total of all retail 
establishments. The Census does not make a break- 
down of retail establishments by type of operation on 
either an industry or an area basis. Moreover, the 
Bureau has made such extensive changes in the con- 
tent of each of the three type-of-operation groupings 
that an adjustment of the published Census figures is 
available only in the U. S. summary of the total of all 
retail shops. 
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the 1939 and 1929 “Other Retail 
Stores” and transferred, respectively, to 
the “Furniture and household group” 
and the “Radio and music stores” sub- 
classification in 1929 and to the “Fur- 
niture household-radio group” in 1939. 
The two largely unrelated items which 
the Census had combined to form the 
1939 Hardware group were separated 
and assigned respectively to groups with 
which they are more closely connected; 
the ordinary hardware stores classifica- 
tion was transferred to the “Lumber, 
building group,” and “Farm implement- 
tractor-hardware dealers” to the “Farm- 
ers’ supplies” sub-division of “Other 
Retail Stores.” For a similar reason 
“Bicycle shops” was restored to the 
“Automotive group.” 

The “Filling stations” group was ten- 
tatively returned to the ‘“Automotive 
group” —first, because it formed part of 
that group in 1929; second, because of the 
desirability of giving group totals a real 
meaning by grouping logically related 
items; and, above all, because it was 
thought illogical to treat a single entry 
as if it were a group item. For the last 
named reason “Drug Stores,” 1939, was 
combined with “Other Retail Stores,” 
1939. Despite the logical relation of the 
“General stores” group to “General mer- 
chandisestores—with food departments,” 
they were not amalgamated. Stores in 
the latter group operate on a scale so 
much larger than those in the former 
that they are only superficially related 
to ordinary general stores; an amalgama- 
tion of these two groups would, there- 
fore, have yielded nothing of significance. 
For the same reason “General Stores” 
was not combined with the “Food 
Group.” 

Although no figures were given for 
sub-headings in the 1929 Census, sub- 
headings were restored in the table rec- 
ommended below wherever all the items 


of a given sub-group together represent 
the equivalent of a 1939 classification. 
This method of presentation is designed 
to save printing costs and also to make 
the table easier to consult. Though the 
objection may be advanced that sub- 
stitution of the sub-head for the whole 
combination may be confusing, users of 
the table would naturally, wherever a 
sub-group title is given, total the figures 
for the constituent items in the general 
table. It is believed that the method of 
presentation suggested, in addition to 
shortening the table (and thereby reduc- 
ing the cost of printing) will prove in 
practice easier to understand. 

In cases where the 1929 equivalent of 
a 1939 classification excluded one or two 
items of a group, the requisite omissions 
to be made are indicated immediately 
after the title of the group. This pro- 
cedure was adopted in order to shorten 
the table and save printing costs. Fi- 
nally, the reader is not, as in the case of 
the Bureau’s table, left to work out for 
himself which items in a sub-group he 
should exclude from the total in order to 
obtain the correct figure. 

It is not suggested that this proposed 
comparability table is an ideal grouping 
of classifications. For one thing, it is 
based on the classifications adopted in 
the 1929 and 1939 Censuses, the con- 
tents of which are sometimes of a rather 
miscellaneous character. However, it is 
hoped that, simply as a comparability 
table, it will meet the needs of the statis- 
ticlan as regards (1) the extension of 
comparability to the entire Census, to 
the groups and to the sub- -groups, (2) 
freedom from inexplicable omissions 
which destroy the comparability of 
classifications, (3) the accurate repro- 
duction of classifications from the 1939 
and 1929 volumes and (4) consistent 
and practically useful principles of com- 
pilation. 
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FRED CLARK’S BIBLIOGRAPHY AS OF THE EARLY 1920’S 


Epiror’s note: The following bibli- 
ography of marketing books, mono- 
graphs, and articles was prepared in the 
early 1920’s by Fred E. Clark, now Di- 
rector of the Graduate Division, School 
of Commerce, Northwestern University, 
and includes the sources he found most 
helpful when he was beginning his own 
work. It was sent to Paul D. Converse 
in response to his request for early litera- 
ture’ used by marketing students when 
they began the study of marketing. Pro- 
fessor Clark’s bibliography was so com- 
plete that Professor Converse suggested 
its publication in the JouRNAL. 


Adams, C. A., “Industrial Standardization,” 
Annals of the American Academy of Politi- 
cal and Social Science, Vol. LXXXII 
(March, 1919), pp. 289-299. 

Adams, H. C., “‘An Interpretation of Social 
Movements of our Times,” International 
Fournal of Ethics, Vol. 11 (Oct., 1891), pp. 
32-50. 

, ‘Relation of the State to Industry,” 
Publications of the American Economic As- 
sociation, Vol. I (1887), pp. 465-549. 

Andrews, Frank, “Methods and Costs of 
Marketing,” U.S. Department of Agricul- 
ture, Yearbook (1909), pp. 161-172. (Many 
other articles by various authors are found 
in succeeding Yearbooks.) 

Arnold, John J., ‘Financing of Cotton,” 4n- 
nals of the American Academy of Political 
and Social Science, Vol. XX XVIII (Sept., 
I9II), pp. 281-291. 

Aspley, J. C., Survey of Modern Sales Organi- 
zation (The Dartnell Corporation, 1921). 





1 See the exploratory survey on pages 16-25 of this 
issue. 
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Bassett, C. E., and Jesness, O. B., Coopera- 
tive Organization By-Laws (U. S. Depart- 
ment of Agriculture, Bul. 541, 1918). 

Bexell, J. A., Macpherson, Hector, and Kerr, 
W. H., Typical Cooperative Stores in the 
U. S. (U. S. Department of Agriculture, 
Bul. 394, 1916). 

Bowen, J. Chester, Wheat and Flour Prices 
trom Farmer to Consumer (U. S. Depart- 
ment of Labor, Bureau of Labor Statistics, 
Bul. 130, Aug. 15, 1913). 

Boyle, James E., Speculation and the Chicago 
Board of Trade (The Macmillan Company, 
1920). 

Brace, H. H., The Value of Organized Specu- 
lation (Houghton Mifflin Company, 1913). 

Butler, Ovid M., The Distribution of Softwood 
Lumber in the Middle West: Wholesale 
Distribution, Studies of the Lumber Indus- 
try, Part VIII (U. S. Department of Agri- 
culture, Report No. 115, 1917). 

» The Distribution of Softwood Lumber 
in the Middle West: Retail Distribution, 
Studies of the Lumber Industry, Part IX 
(U. S. Department of Agriculture, Report 
116, 1918). 

Butler, Ralph Starr, Marketing Methods 
(Alexander Hamilton Institute, 1918). 
and Swinney, John B., Merchandis- 
ing Methods (Alexander Hamilton Insti- 

tute, 1919). 

Carver, T. N., “Standardization in Market- 
ing,” Quarterly Fournal of Economics, Vol. 
XXXI, No. 2 (Feb., 1917), pp. 314-344. 

Chamber of Commerce of the United States, 
Domestic Distribution Department, Mer- 
chandise Turnover and Stock Control (Wash- 
ington, D. C., 1921). 

Cherington, Paul T., Advertising as a Busi- 
ness Force (Doubleday, Page & Company, 
for the Associated Advertising Clubs of 
America, 1913). 
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» The Elements of Marketing (The 

Macmillan Company, 1920). 

» The First Advertising Book (Double- 

day, Page & Company, for the Associated 

Advertising Clubs of America, 1916). 

» The Wool Industry (A. W. Shaw 
Company, 1916). 

City Planning Board, Boston, Mass., Sum- 
mary of the Market Situation in Boston 
(June, 1915). 

Collins, J. H., Fisher, J. W., Jr., and Sher- 
man, Wells A., Methods of Wholesale Distri- 
bution of Fruits and Vegetables on Large 
Markets (U.S. Department of Agriculture, 
Bul. No. 267, 1915). 

Compton, Wilson, The Organization of the 
Lumber Industry (Chicago: American 
Lumberman, 1916). 

Copeland, Melvin T., The Cotton Manufac- 
turing Industry of the United States (Har- 
vard University Press, 1912). 

——, “Relation of Consumers’ Buying 
Habits to Marketing Methods,” Harvard 
Business Review, Vol. 1, No. 3 (April, 
1923), pp. 282-289. 

Copeland, Morris A., ‘Seasonal Problems in 
Financial Administration,” The Journal of 
Political Economy, Vol. XXVIII (Dec., 
1920), pp. 793-826. 

Coulter, J. L., Cooperation Among Farmers 
(New York: Sturgis & Walton, 1911). 

Cumberland, William W., Cooperative Mar- 
keting, Its Advantages as Exemplified in the 
California Fruit Growers’ Exchange (Prince- 
ton University Press, 1917). 

Dinsmore, John C., Purchasing Principles 
and Practices (Prentice-Hall, Inc., 1922). 
Doty, S. W., and Hall, L. D., Cooperative 
Live-stock Shipping Associations (U. S. 
Department of Agriculture, Farmers’ Bul. 

No. 718, 1915). 

Eddy, Arthur J., The New Competition 
(A. C. McClurg & Company, 1912; 4thed., 
completely revised, 1915). 

Emery, H. C., Speculation on the Stock and 
Produce Exchanges of the United States 
(Columbia University Studies in History, 
Economics and Public Law, Vol. VII, No. 
2, 1896). 

Erdman, H. E., The Marketing of Whole 
Milk (The Macmillan Company, 1921). 








Federal Trade Commission, various special 
reports, annual reports, and decisions. 

Field, Clifton C., Retail Buying (Harper & 
Brothers, 1917). 

Fisher, J. W., Jr., Collins, J. H., and Sher- 
man, W.A., Outlets and Methods of Sale for 
Shippers of Fruits and Vegetables (U. S. 
Department of Agriculture, Bul. No. 266, 
Aug. 16, 1915). 

Frederick, J. G., Modern Sales-Management 
(D. Appleton and Company, I919). 

Fulton, Charles H., The Buying and Selling 
of Ores and Metallurgical Products (U. S. 
Department of the Interior, Bureau of 
Mines, Technical Paper 83, 1915). 

Greeley, W. B., Some Public and Economic 
Aspects of the Lumber Industry, Studies of 
the Lumber Industry, Part I (U. S. Depart- 
ment of Agriculture, Report No. 114, 
1917). 

Hagerty, James E., Mercantile Credit (Henry 
Holt and Company, 1913). 

Harris, Emerson P., Cooperation, the Hope 
of the Consumer (The Macmillan Com- 
pany, 1918). 

Harvard University Bureau of Business Re- 
search, Management Problems in Retail 
Grocery Stores, Bul. No. 13, 1919). 

» Methods of Paying Salesmen and 
Operating Expenses in the Wholesale Gro- 
ery Business in 1918 (Bul. No. 14). 

Hibbard, B. H., Agricultural Cooperation 
(Wisconsin Agricultural Experiment Sta- 
tion, Bul. No, 238, 1914). 

, and Hobson, Asher, The Marketing 
of Wisconsin Butter (University of Wiscon- 
sin, Agricultural Experiment Station in co- 
operation with U. S. Department of Agri- 
culture, Office of Markets and Rural Or- 
ganization, Bul. 270, June, 1916). 

Hobson, Asher, and Chaney, J. Burton, 
Sales Methods and Policies of a Growers’ 
National Marketing Agency (U.S. Depart- 
ment of Agriculture, Bul. 1109, 1923). 

Holmes, George K., ““Consumers’ Fancies,” 
U. S. Department of Agriculture, Year- 
book (1904), pp. 417-434. 

, Systems of Marketing Farm Products 

and Demand for Such Products at Trade 

Centers (U. S. Department of Agriculture, 

Report No. 98, 1913). 
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How to Run a Wholesale Business at a Profit 
(A. W. Shaw Co., 1918). 

Huebner, Grover C., Agricultural Commerce 
(D. Appleton and Company, 1915). 

Huebner, S. S., “The Functions of Produce 
Exchanges,” The Annals of the American 
Academy of Political and Social Science, 
Vol. XXXVIII (Sept., 1911), pp. 319-353. 

Interstate Commerce Commission, Decisions 
(Several cases, 1910, ff., gave thought-pro- 
voking marketing information.) 

Jesness, O. B., Cooperative Marketing (U. S. 
Department of Agriculture, Farmers’ Bul. 
No. 114, 1920). 

Jesness, O. B., and Kerr, W. H., Cooperative 
Purchasing and Marketing Organizations 
Among Farmers in the U. S. (U. S. De- 
ment of Agriculture, Bul. 547, 1917). 

Kniffin, William H., The Practical Work of a 
Bank (2nd. ed. rev., The Bankers Publish- 
ing Company, 1916). 

Knight, F. H., “Cost of Production and 
Price over Long and Short Periods,” The 
Fournal of Political Economy, Vol. XXIX, 
No. 4 (April, 1921), pp. 304-335. 

Livingston, George K., and Seeds, K. B., 
Marketing Grain at Country Points (U.S. 
Department of Agriculture, Bul. No. 558, 
1916). 

Lloyd, J. W., “Cooperative and Other Or- 
ganized Methods of Marketing California 
Horticultural Products,” University of Iili- 
nois Studies in the Social Sciences, Vol. 8, 
No. I (1919). 

Marshall, Alfred, Industry and Trade (Lon- 
don: Macmillan and Company, Limited, 
1919). 

Marshall, Hubert C., Retail Markeiing of 
Meats (U. S. Department of Agriculture, 
Dept. Bul. 1317, 1925). 

Maynard, Harold H., Marketing Northwest- 
ern Apples (The Ronald Press Company, 
1923). 

Mehl, J. M., Cooperative Grain Marketing 
(U. S. Department of Agriculture, Bul. 
937, 1921). 

» ‘Farmers’ Purchase Power, How 
Organized,” U. S. Department of Agricul- 
ture, Yearbook, 1919, pp. 381-390. 

, and Jesness, O. B., Organization of 
Cooperative Grain Elevator Companies 


(U. S. Department of Agriculture, Bul. 
860, 1920). 

Mitchell, Wesley C., Business Cycles (Uni- 
versity of California Press, 1913). 

Nourse, Edwin G., The Chicago Produce 
Market (Houghton Mifflin Company, 
1918). 

Nystrom, Paul, The Economics of Retailing 
(The Ronald Press Co., 1915). 

Parlin, C. C., 4n Address Delivered Before the 
District Sales Managers of the Foseph Camp- 
bell Company (The Curtis Publishing Com- 
pany, Dec. 28, 1915). 

» The Merchandising of Automobiles 
(The Curtis Publishing Company, 1915). 

, The Merchandising of Commercial 
Motor Vehicles (The Curtis Publishing 
Company, 1915). 

, The Merchandising of Textiles (Na- 
tional Wholesale Dry Goods Association, 
IgI5). 

, Selling Forces (The Curtis Publish- 
ing Company, 1913). 

Phillips, H. D., Cooperative Marketing in 
Chautauqua Erie Grape Industry (Cornell 
University Agricultural Experiment Sta- 
tion, Memoir 28, September, 1919). 

Phillips, R. G., and Fraser, Samuel, Whole- 
sale Distribution of Fresh Fruits and Vege- 
tables (Published by the Joint Council of 
the National League of Commission 
Merchants of the United States, The West- 
ern Fruit Jobbers’ Association of America 
and the International Apple Shippers’ As- 
sociation, July, 1922). 

Potts, Roy C., Marketing Practices of Wis- 
consin and Minnesota Creameries (U. S. 
Department of Agriculture, Bul. No. 690, 
1918). 

Powell, George H., Cooperation in Agricul- 
ture (The Macmillan Company, 1913). 

Price, H. Bruce, “Grain Standardization,” 
American Economic Review, Vol. X1, (June 
1921), pp. 227-230. 

Rindsfoos, Charles S., Purchasing (McGraw, 
Hill Book Company, Inc., 1915). 

Scott, Walter Dill, Influencing Men in Busi- 
ness (The Ronald Press Company, 1911). 

, Psychology of Advertising (Small, 
Maynard and Company, 1921). 

Secrist, Horace, The Clothing Survey (Publi- 
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cations of the Northwestern University 
Bureau of Business Research, Series 2, 
Nos. 1-11; Prentice-Hali, Inc., 1921- 
1925). 

Semple, Ellen Churchill, American History 
and its Geographic Conditions (Houghton, 
Mifflin and Company, 1903). 

Shaw, Arch Wilkinson, 4n Approach to 
Business Problems (Harvard University 
Press, 1916). 

, Some Problems in Market Distribu- 
tion (Harvard University Press, 1915). 

, ‘Some Problems in Market Distri- 
bution,” Quarterly Fournal of Economics, 
Vol. XXVI (August, 1912), pp. 703-765. 

Simmons, E. C., “A Half Century of Hard- 
ware,” Iron Age, Vol. 77, (Jan. 4, 1906), 
pp- 145-158. 

Sonnichsen, Albert, Consumers’ Cooperation 
(The Macmillan Company, 1919). 

Stevens, W. H. S., Unfair Competition (Uni- 
versity of Chicago Press, 1917). 

Swift & Company, Yearbooks: other miscel- 
laneous publications by Swift, Armour, 
and other corporations. 

Swinney, John B., Merchandising (Alexander 
Hamilton Institute, New York, 1917). 

Taussig, F. W., “Price-Fixing as Seen by a 
Price-Fixer,” Quarterly Fournal of Eco- 
nomics, Vol. XXXIII, (1919), pp. 205- 
241. 

Tosdal, H. R., “Open Price Associations,” 
The American Economic Review, Vol. VII, 
(June, 1915), PPp- 331-352. 

Twyford, Harry B., Purchasing: Its Eco- 
nomic Aspects (D. Van Nostrand Com- 
pany, 1915). 

, Storing: Its Economic Aspects and 
Proper Methods (D. Van Nostrand Com- 
pany, 1918). 

U.S. Bureau of Labor Statistics, Wheat and 
Flour Prices from Farmer to Consumer 
(Bul. No. 130, Retail Prices and Cost of 
Living Series (No. 9, 1914). 

U.S., Report of the Industrial Commission, 19 
volumes (Government Printing Office, 
1900-1902). Indexed in Vol. XIX. (Vol- 
ume VI is a special report on marketing 
farm products.) 

U. S., Report of the Foint Commission of 
Agricultural Inquiry, in 4 parts (67th Con- 
gress, 1st Session, Report No. 408). 


U. S. War Industries Board, Planning and 
Statistics Division, History of Prices Dur- 
ing the War (W.1.B. Price Bulletins, Nos. 
I-57, 1919). 

Vanderblue, Homer B., ‘““The Functional Ap- 
proach to the Study of Marketing,” Your- 
nal of Political Economy, Vol. XXIX, No. 
8, (Oct., 1921), pp. 676-683. 

Van Hise, C. R., Concentration and Control 
(The Macmillan Company, 1914). 

Weld, L. D. H., “Do the Principles of Large- 
Scale Production Apply to Merchandis- 
ing?” American Economic Review, Supple- 
ment, Vol. XIII, (March, 1923), pp. 185- 
197. 

» “The Economics of Advertising,” 
Printers’ Ink, Vol. 104, (July 11, 1918), pp. 
3-6. 

, and others, Studies in the Marketing 
of Farm Products (Studies in the Social 
Sciences, No. 4, University of Minnesota, 
1915S). 

, ‘Marketing Agencies Between Man- 
ufacturer and Jobber,” Quarterly Fournal 
of Economics, Vol. XX XI, (August, 1917), 
PP- 571-599. 

, The Marketing of Farm Products 
(The Macmillan Company, 1916). 

, ‘Marketing Functions and Mercan- 
tile Organization,” American Economic Re- 
view, Vol. VII, (June, 1917), pp. 306-318. 

Whalin, C. V., and others, Country Hides and 
Skins, Skinning, Curing and Marketing 
(U. S. Department of Agriculture, Farm- 
ers’ Bul. No. 1055, 1919). 


Valuable sources in addition to those 
listed above included the following: early 
books on advertising; early numbers of 
Printers’ Ink, Printers’ Ink Monthly, 
Dry Goods Economist, and other trade 
papers; the early bulletins of the State 
Agricultural Colleges and experiment 
stations, particularly those of Cornell, 
Iowa, Kentucky, Nebraska, Minnesota, 
and Wisconsin; and various publications 
of the Bureau of Foreign and Domestic 
Commerce of the United States Depart- 
ment of Commerce. 

Submitted by Paut D. Converse 
University of Illinois 
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THE NEW PROJECTIVE-TYPE TESTS FOR SELECTION 
OF SALESMEN 


Y ASSOCIATE and a lecturer at 

Harvard University, Thomas M. 
Harris, has demonstrated that the “‘pro- 
jective-type” of test can be applied suc- 
cessfully in industry. 

These tests provide situations to 
which men are asked to react rather than 
problems for them to solve or questions 
for them to answer. The way men meet 
these situations, which are presented in 
verbal and pictorial form in small book- 
lets, has been found closely to parallel 
the way these men react to practical 
situations in business life. 


Traits TESTED 


Such aspects of intelligence and per- 
sonality as “creative imagination,” 
“manner of approaching problems,” 
“sensitivity to the needs and feelings of 
other people,” “drive toward achiev- 
ment,” “flexibility” ‘“‘ability to dele- 
gate,” “persistence,” “‘sense of responsi- 
bility,” “initiative,” and many other 
traits and characteristics can be evaluated 
with remarkable precision through the 
use of Mr. Harris’ specially constructed 
projective-type tests. 

He has found, however, that such 
traits as have been listed above do not 
have absolute meanings. A man does not 
simply possess “persistence,” for exam- 
ple; under certain conditions he will ex- 
hibit the type of behavior called “‘per- 
sistent” and under other conditions he 
may fail to do so. These conditions are 
mainly conditions in the environment, 
usually the human environment, in 
which the man works. 

Similarly, a man may be “creative,” or 
“flexible” in one environment and may 
fail to be so in another environment. By 
the same token he may exhibit “‘intelli- 
gence” (by which is meant intelligent be- 


’ 


havior) in one setting and not in another. 
The relativity of personality and in- 
telligence factors makes it absolutely 
necessary to study very carefully the 
characteristics and requirements of every 
company which wishes to use these tests, 
to study the environment in which the 
men work, and to study the traits of 
men who have demonstrated success on 
the job. 


STEPS IN PROCEDURE 


If Company X is contemplating the 
use of tests to select salesmen who are to 
sell Product Y under the supervision of 
Sales Manager Z to a certain group of 
prospects, it will be necessary to do some 
careful scientific work before test-stand- 
ards can be set. 

One important step would be for 
Sales Manager Z to select, from his 
present sales force, a group of men 
whom he rates as top-notch on the job. 
He should also select a group of men 
who, for one reason or another, have 
failed to reach top-notch level. For the 
top-notch men, he should express, in his 
own words, what makes them top-notch 
—what kinds of behavior they exhibit 
which accounts for the fact that he re- 
gards them so highly. For each of the 
weaker salesmen, he should prepare a 
statement explaining what kinds of be- 
havior make them less good than the 
best. 

The men in both groups must be tested 
with special projective-type tests. After 
careful analysis, partly statistical, stand- 
ards are set up which will enable Sales 
Manager Z to use these tests to help se- 
lect men who can be expected to exhibit 
the kinds of behavior on the job exhib- 
ited by the top-notch men. In other 
words, after the preliminary study, Sales 
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Manager Z will have tests which will en- 
able him to select men who have the 
characteristics he is looking for and to 
reject men who have characteristics that 
he wishes to avoid in salesmen. 

The projective tests developed by 
Harris and his associates measure kinds 
of characteristics which are on an en- 
tirely different level from the character- 
istics measured by the usual personality 
questionnaires, tests of ‘“‘sales-sense,” 
temperament scales, interest inventories 
and the like. These projective tests 
measure fundamental and probably con- 
stitutional differences in personality 
structure, basic attitudes, and ways of 
reacting to situations. The basic traits 
measured have been proved to be largely 
independent of experience and are not 
affected by training. 

The tests provide a type of informa- 
tion which is very difficult to obtain by 
other means. They do not measure or 
evaluate experience or vocational inter- 
ests or personal preferences or other fac- 
tors which can, in many cases, be more 
economically evaluated by other means. 
Hence these tests are not designed to be 
used as a substitute for employment in- 
terviews, or experience records, or the 
sales manager’s judgment, nor as a sub- 
stitute for anything else. Instead they 
provide vital additional information to 
be used as the basis for better judgment. 


NEED FOR PRELIMINARY STUDIES 
AND FoLLow-uP 


In the light of what has been said, it is 
clearly necessary for each company to 
establish its own standards. Hence any 
company that wishes to use these tests 
must have careful preliminary studies 
done in order to set up standards in test 
terms. It is not enough for a company 
“to know what it is looking for’; this 
knowledge must be translated into ob- 
servable factors that can be measured. 


After the preliminary study has been 
made, after the company knows in test 
terms what it is looking for, after each 
test to be used has been selected on the 
basis of its power to differentiate be- 
tween top-notch and less-than-top-notch 
workers—there must be a careful follow- 
up of initial results for the purpose of 
refining and sharpening up procedures. 

This process takes time. Unfortunately 
many companies, when they think of 
using tests, want a “package’’ delivered 
at a given time. They often rush into 
testing by ordering a batch of booklets, 
start giving tests indiscriminately, and 
are usually disillusioned by the results 
they get. Or they employ a testing or- 
ganization which claims to be able to 
measure “general executive ability” or 

“general sales ability” as though there 
were any single pattern of test scores 
characteristic of all executives, or of all 
salesmen, in all companies. 

The decisions made in the selection of 
salesmen, or in the selection of (or up- 
grading of) personnel of any type, are 
important decisions and errors in judg- 
ment are often expensive. Tests are of 
great assistance in making sound judg- 
ments, but the value to be gained from 
tests is proportional to the thoroughness 
and expertness of the preliminary study 
that has to be made in each company. 

A concern that uncritically purchases 
a batch of tests for twenty cents a copy 
and scores them at a cost of ten cents a 
copy, will usually get about thirty cents 
worth of information for its trouble. A 
company which goes properly about the 
business of installing a test system, and 
has the assistance of experienced experts, 
will find that the information yielded by 
tests has very great value in making im- 
portant decisions concerning the selec- 
tion and placement of personnel. 

Joun W. Strokes 
Boston, Mass. 
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POSTWAR WHOLESALE DRY 


F WE KNEW what the gross national 

product will be after the war, we could 
make a rather accurate estimate of post- 
war wholesale dry goods sales, since 
there is an extremely high correlation 
between the two (+.98). 

The Department of Commerce hypo- 
thetical projection of gross national 
product for the year 1946 was based on 
the following arbitrary assumptions: (a) 
that the war and the immediate postwar 
reconversion period would be over before 


1 Correlations in this communication were computed 
by the product-moment method. The correlations are 
for nine years, between 1929 and 1941, in which data 
on sales of dry goods wholesalers were available. They 
do not include 1942 and 1943 because the war has 
greatly distorted the relationship between common 
business indicators and sales of non-durable com- 
modities. 


Wholesale Dry Goods 
Sales (Billione) 


7 


GOODS SALES AND STORES 


1946; (b) that 96.5 per cent of all those 
seeking employment would have pro- 
ductive jobs; and (c) that prices would 
be the same as in 1942.” Using these as- 
sumptions, the Department of Com- 
merce estimated that the gross national 
product would be 165 billion dollars in 


1946. 
EstTIMATES OF PosTwAR SALES 


Referring to Chart 1, it will be noted 
that wholesale dry goods sales would be 
about 6.6 billion dollars if the gross na- 
tional product were 165 billion dollars. 
The estimated level of wholesale dry 
goods sales for 1944 is 8.5 billion dollars.' 

2S. Morris Livingston, Markets After the War, 


S. Doc. 40, 78 Cong. 1 sess., pp. 9-32. 
3 Shown in a chart which is not reproduced. 
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It appears, then, that after the war the 
wholesale dry goods trade in the United 
States would experience a decline in sales 
of about two billion dollars, if the De- 
partment of Commerce projection were 
used for forecasting. 

The Brookings Institution projection 
of national income might be used to get 
another estimate of wholesale dry goods 
sales after the war, because there is a high 
correlation between national income and 
wholesale dry goods sales (+.97). The 
Brookings study estimates that the post- 
war national income will be 123.1 billion 
dollars in 1947.4 Referring to Chart 2, it 
can be seen that wholesale dry goods 
sales would be approximately 5.5 billion 
dollars if the Brookings estimate is used. 
This particular level of postwar prosper- 
ity would mean a decline in wholesale 

‘Joseph Mayer, Postwar National Income, Its Prob- 


able Magnitude (Washington: Brookings Institution, 
1944), p. Il. 


dry goods sales of approximately three 
billion from the 1944 level of 8.5 billion 
dollars. 

It appears quite clear from both of the 
studies mentioned that wholesale dry 
goods sales will experience a rather sharp 
decline of 2 or 3 billion dollars after the 
war. The amount of the decline depends 
on the estimate of postwar prosperity 
that is used. 


ADJUSTMENTS IN EsTABLISHMENTS 


The decline in wholesale dry goods 
sales will probably not stop a movement 
that seemed to be going on before the 
war. Between 1935 and 1939, the type of 
dry goods wholesale establishment was 
changing.’ There was a particularly evi- 


5 It is impossible to use the 1929 and 1933 Census of 
Business in this study because the census definition of 
dry goods wholesaling in those years differs from their 
present definition. 
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dent trend in the direction of specialty 
line dry goods wholesalers. 

The growth in number of specialty 
houses has taken place in the two major 
types of establishments—‘‘service and 
limited function wholesalers’ and 
“agents and brokers.” In the following 
tabular statement are presented the 
number of establishments and volume of 
sales of all types of dry goods wholesale 
establishments in 1935 and 1939.° It will 
be noticed that specialty line establish- 
ments have greatly increased; whereas, 
general line establishments increased 
only slightly: 


Number of 
Types of Operation Establishments 
1935 1939 

Service and Limited Function 
Wholesalers 

General Line 306 222 

Specialty Line 3,301 3,875 
Manufacturers’ Sales Offices 

(Specialty Line) 133 131 
Manufacturers’ Sales Branches 

(Specialty Line) 208 213 
Agents and Brokers 

General Line 14 27 

Specialty Line 938 1,470 


* Source: Census of Business, Wholesale Trade: 1939, 
and Census of American Business, 1935, Wholesale 
Distribution, Vol. 1. 


The specialty line wholesalers are usu- 
ally smaller than general line wholesalers 
and have a smaller volume of sales and 
a smaller number of employees. They 
carry only a few lines such as notions, 
hosiery, piece goods, or other dry goods 
specialties. The trend toward these types 
of houses will probably continue after 
the war because these establishments re- 
quire only a small investment and are 
more flexible and mobile than general 
line houses. They are more capable of 
meeting the many postwar readjust- 
ments. 

For dry goods wholesaling after the 
war, there may be an increase in number 
of establishments—despite the possible 
decline in dry goods sales. This possible 
condition may be explained by the 
above-mentioned apparent trend toward 
small specialty houses. Because it takes 
many small houses to equal the volume 
of sales of one general line house, it 
seems entirely reasonable to suppose 
that there will be more dry goods whole- 
salers in the postwar period. 

THEODORE J. SIELAFF 
Macalester College 


AN OUNCE OF PREVENTION FOR EX-GI 
ENTREPRENEURS 


CCORDING to the war correspondents 
A and various spokesmen for the mili- 
tary, many a GI Joe and Josephine ex- 
pects to go into some commercial enter- 
prise on his or her own once peace is 
achieved. Furthermore, many others 
now employed in war industries and 
other large organizations plan to do like- 
wise once the guns are silent again. 

From the marketing viewpoint, the 
important fact is that most of these ven- 
tures will be into distributive and service 
businesses. Small stores, gas stations, re- 
pair shops, service agencies of all kinds 


will crop up by the hundreds of thou- 
sands as soon as merchandise, equip- 
ment, and supplies are available. 
Traditionally, “free enterprise’’ prob- 
ably has its best expression in these 
small retail stores, service establish- 
ments and repair shops, and tradition- 
ally the bulk of distributive and service 
establishments upon which we depend so 
greatly as producers and consumers are 
very small. Almost two-thirds of them 
do less than $10,000 in annual volume. 
In normal times, a normal percentage 
of beginners appear each year, and an 
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approximately equal number quit. But 
here are millions of young people, and 
many old ones, all steamed up about 
economic independence, bent on setting 
themselves up in their own business, and 
they will all want to start at once. It is 
an unprecedented situation. 

Many of them will have no experience, 
and where will the training come from? 
Most of these people will not want to go 
back to high school, and most colleges 
have not done much training for busi- 
nesses smaller than Macy’s or Interna- 
tional Harvester. One bright spot is the 
training the Army is doing along these 
lines with a series of some 25 booklets 
prepared by the Department of Com- 
merce. Yet the average person, including 
even those GI’s will have had very little 
contact with any practical training. It 
would seem that something special, on 
an emergency basis, is called for. 

The techniques of small business are 
largely unrecorded, unorganized for in- 
struction, remaining for the most part 
in the minds of successful operators. Of 
course, wholesalers, bankers, lawyers, 
and trade association leaders know much 
about the field. We know, therefore, 
where to get the information. 

Then comes the question of how to 
deliver it effectively. What kind of per- 
son are we dealing with? The small busi- 
ness man does not like formal classes. He 
wants to learn and he can be convinced, 
but he prefers to work his own way out. 
He likes to talk things over. He will 
visit other operators when traveling and 
will attend discussion meetings in which 
he will argue and enjoy it. If this is true 
of the little fellow himself, then it should 
follow that his would-be emulators might 
also prefer to talk things over, to visit 
successful operators, to argue, and in 
that way to learn. 

Therefore, in February 1945, we 
Started a special 16 weeks’ course at 


Cleveland College. Its purpose was to 
consolidate for would-be enterprisers the 
things we know about small store 
owners, some research we have done in 
small store problems, some experience in 
merchants’ conferences, and certain rec- 
ognized methods in adult education 
with what we think is common sense. 

Briefly, the procedure in handling such 
a course is as follows: 

1. The course is announced as open 
to anyone—young or old—who con- 
templates going into business for him- 
self, or who wants to revamp his business 
operations to meet postwar competition. 

2. At the first meeting each class 
member is given a questionnaire which 
calls for rather definite knowledge of 
some items that will be important in his. 
early progress, and which will make him 
conscious of many problems he probably 
has not considered. 

3. Now, aware of his shortcomings, he 
is given a “work book” which consists of 
a topical outline of problems, worded in 
the form of questions. These questions 
cover every possible problem he must 
face as a business person. Each week, 
with other members of the class he is 
assigned a particular problem, the next 
class meeting to revolve around that 
problem. 

4. With workbook in hand, he inter- 
views persons in the trade, including 
wholesalers, bankers, lawyers and others, 
regarding that problem, taking notes on 
his findings as he goes along. 

5. The workbook is brought to the 
conference. As the conferences proceed, 
his findings and tentative conclusions are 
presented to the group. The decisions 
and opinions of others are added to his 
notes, and thus the class procedure of 
accepting a problem, studying on the 
outside and bringing it into class for dis- 
cussion and recording both inside and 
outside findings, permits him to leave 
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the class with a well prepared manual 
or handbook for his own guidance in 
actual business. Having already figured 
his way through almost every considera- 
tion he must face sooner or later, he has 
tentatively worked out his own salva- 
tion. 

That is the pattern of the course. In 
connection with some of the topics, ap- 


WENTY or more years ago sterling 

silver was sold largely in complete 
outfits to comparatively few people. The 
average girl considered herself fortunate 
if she could buy good plated ware. But 
we realized the changing times, the rising 
standards of living in this country and 
the desire for better things, and we went 
out and surveyed our market. 


Wuo Buys STERLING? 


Answering our first question, ““Who 
buys sterling?” we checked customers’ 
records in a number of jewelry stores. 
We listed retail purchases by name and 
occupation, and soon found that sterling 
is bought by almost all kinds of women— 
women of all ages, single women, married 
women, brides (and their friends), deb- 
utantes, stenographers, school teachers, 
social registerites, etc.,—all sorts who 
are either socially, culturally, or finan- 
cially in the sterling class, or aspire 
thereto. 

Breaking the figures down by occupa- 
tion, we found a very large proportion of 
school teachers and office workers, and 
when we searched into the occupation of 
the married women buyers we found 
they ran the whole gamut from auto 
dealer to veterinary. This proved the 
broadening market we had suspected. 


How Do Women Buy STERLING? 


These women may not be able to buy 









A STUDY IN SELLING STERLING SILVER 


propriate talks by recognized leaders in 
certain fields supplement the discus- 
sions. Manufacturers, wholesalers, gov- 
ernmental representatives, lawyers, 
trade association heads, and successful 
owners of small stores or service estab- 
lishments are appearing as speakers. 
KENNETH LAWYER 
Western Reserve University 


complete chests at $200, $300, or $400 
each, but jewelers told us that once they 
got started they would keep on buying a 
few pieces at a time until their sets were 
complete. Taking our cue from this in- 
formation from our retailers, we made 
another survey. This time we abstracted 
every sale of flatware made by one im- 
portant store in a whole year. These data 
we broke down by number of pieces, and 
were particularly careful in analyzing 
those sales listed by the jeweler as 
“Starting Sets.” To our amazement we 
found that some 68 per cent of the 
women started their sets with 12 pieces 
or less. And only g per cent made an 
initial purchase of as many as 3 dozen. 

When we took this study out into the 
trade even our jewelers who were 
handling a great many of these “Starter 
Sets” themselves, could hardly believe 
the business had changed as much as this 
study indicated. 

Right here we were fortunate in hav- 
ing available to us card records in some 
of the better operated stores. The good 
jeweler immediately makes out a card 
when a girl selects her pattern, and, par- 
ticularly if he knows the wedding is to 
occur shortly, he will record carefully the 
pieces bought either by or for that girl, so 
that as friends come in he will not sell 
duplicate presents. 

The mistaken feeling in the trade has 
been that if weddings are good, business 
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is good; if weddings are off, then business 
is supposed to be poor. That is because 
of the activity incidental to a wedding, 
whereas the quiet “buy for yourself” 
business which comes in steadily day 
after day is less spectacular and conse- 
quently goes by unnoticed. 


WHEN Do Women Buy STERLING? 


So it was a surprise to us, as well as 
to our jewelers, to find that only about 
half of our flatware business comes from 
the wedding where Daddy buys Mary 
her set of silver, or where her friends 
give it to her a piece at a time. The rest 
of our business comes approximately 
one-half from: (a) Married women who 
did not get sterling at the time of the 
wedding; (b) Single women who are buy- 
ing against the wedding a year or two 
hence. 


Wuy Don’t More Women Buy 
STERLING? 


We had only one more important ques- 
tion to ask, namely, “Why don’t more 
women buy sterling?’ We found upon 
investigation that entirely too many 
women feel that sterling is much more 
expensive than it really is. 

We asked this question: “If a set of a 
certain size sells for $50 in good quality 
plate, what would you expect the same 
size set to cost in sterling?”’ We asked 
this question of nearly 5,000 women, and 
found that almost two thirds of them 
were on the high side, some of them 
thinking that sterling is two, three, or 
four times as expensive as it really is. 


How Can WE Break Down THE 
IDEA THAT STERLING IS Too 
EXPENSIVE? 


This immediately told us our first job 
was to find some way to break down this 
mistaken idea that sterling is so ex- 
pensive. Analyzing the work we had 


been doing, we began to realize that our 
merchandizing approach was all wrong. 
Too many times we had pointed to a 
lovely chest of sterling, and in an awed 
voice said something like, “Isn’t it 
lovely—it retails for $500.” 

As we began to learn, we changed our 
tune to: “‘Isn’t it lovely—and just think, 
it only costs about $16 a place setting.” 
A place setting consists of six essential 
pieces: knife, fork, spoon, cream soup, 
salad fork, and butter spreader. At dif- 
ferent times over the years different 
manufacturers have tried to stimulate 
interest in selling via the place setting 
idea, but unfortunately the idea never 
seemed to take hold. 

However, when we were at this stage 
in our own studies we found an impor- 
tant customer of ours had made very 
real progress with the place setting idea, 
and with his permission we took a leaf 
out of his book and tied it into a com- 
plete merchandising plan, which we then 
took to our jewelers across the country. 

We based it on: (a) the progress that 
sterling is making in the new market; 
(b) the great number of school teachers, 
office workers, stenographers, telephone 
operators, nurses, etc., who are buying 
sterling; (c) the increasing group buying 
a few pieces at a time; (d) the important 
part of our market that has no connec- 
tion with the wedding—married and 
single women buying for themselves; (e) 
the fact that the trend could be ac- 
celerated sharply if we could but break 
down the mistaken idea that sterling is 
sO expensive. 

In going to our jewelers with a low 
priced package, we did not leave it to 
them to find their own solution to their 
problem; we took the solution to them. 
We designed a complete “‘Place Setting” 
merchandising campaign consisting of 
window and store displays, newspaper 
mats, leaflets, radio script, etc. We split 
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the cost with our dealers, and after an 
enthusiastic campaign we placed the 
idea with some go per cent of them. For- 
tunately for us, several of our competi- 
tors took up the idea, and it was not too 
long before the entire trade was thor- 
oughly sold on selling by “Place Set- 
ting.” 

This time women accepted the idea— 
maybe because times had changed, may- 
be because everyone in the industry got 
behind it. Whatever the reason, it has 
gone a long way toward breaking down 
the the “Sterling is Expensive” idea, and 
we believe has gone a long way toward 


broadening our market. 

There is nothing complicated about 
what we did. It is all based on the simple 
statement that before you can intelli. 
gently advertise, merchandise or sell, 
you must know: (a) Who buys?; (b) 
How do they buy?; (c) What keeps more 
of them from buying? Once one gets 
started, he is surprised to learn how eas- 
ily the facts unearthed will fall into a 
pattern, and how surely they will point 
to a simple solution. 

Joun S. O’ConneELi 
Newburyport, Mass. 


THE FINANCING OF A PRODUCT FROM PRODUCER TO CON: 
SUMER—AN IMPORTANT SUBJECT FOR RESEARCH IN 
THE FIELD OF MARKETING 


HE USUAL concept of marketing re- 
TS incink is apt to pass over the prob- 
lem of finance as part of the process 
which is taken for granted. Due, how- 
ever, to the extraordinary magnitude 
and complexity of the postwar distribu- 
tion problems, the question of how the 
various steps in the chain of distribution 
are to be financed takes on a very impor- 
tant aspect, both from the point of view 
of efficiency and cost. No producer or dis- 
tributor can afford to leave to chance the 
methods by which he, his suppliers, or 
his customers finance their respective 
functions in the process. A careful re- 
appraisal of financing methods in the 
light of present and prospective condi- 
tions is a form of research which is of 
vital importance in the reconversion 
program. 

There is no such thing as one best 
solution to the varied financial problems 
which occur in the chain of distribution. 
Each manufacturer or merchant has his 
own peculiar problem to solve. There are, 
however, certain general procedures 
which may be adapted to a wide variety 


of conditions, and progressive banks! 
today are ready and willing to explore 
with any company the procedure best 
fitted to their needs. Banks for their own 
protection must take the point of view 
that whatever financing plan they work 
out for their customers must be adequate 
for the customers’ purpose and must put 
the borrower in a position to compete on 
equal financing terms with others in his 
line of business. 

Possibly the most satisfactory way to 
illustrate would be to describe in some 
detail a financing plan which was worked 
out recently by one of our most progres- 
sive New England banks for a dis- 
tributor of floor coverings. In this par- 
ticular instance a large nationally known 
manufacturer sold through exclusive 
distributors, who in turn sold to local 
dealers from whom the goods moved to 
the public. The distributor and his bank 


1 The term dank is used here to include not only the 
commercial bank but also the factor, finance company, 
or industrial bank. Each type of institution has special 
facilities and organization which may make its use more 
efficient in one or another type of operation. 
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worked out a plan covering the entire 
area served by the distributor involving 
the following steps: (1) financing the 
distributor’s inventory; (2) financing the 
accounts receivable of the distributor; 
(3) financing the dealer’s floor plan; (4) 
financing the dealer’s time sales to his 
customers. 

In the first step, the dealer did not 
have sufficient capital of his own to sup- 
port an unsecured line of credit for car- 
rying an adequate inventory and at the 
same time extending adequate credit to 
all the dealers with whom he would like 
to do business. As a result he could not 
take all of his discounts at certain seasons, 
with a consequent loss of potential net 
profit. An inventory credit was arranged, 
secured by Field Warehouse Receipts, 
which was ample in amount to permit 
the distributor to carry a satisfactory in- 
ventory. A Field Warehouse was in- 
stalled on the distributor’s premises 
which were sufficiently large to contain 
all the stock he desired to carry. While 
his normal routine was undisturbed, a 
valid pledge was made to the bank which 
advanced about 70 per cent of the value 
of the merchandise. 

In the second step of the plan, as the 
merchandise was sold and released for 
shipment, accounts receivable were cre- 
ated, which in turn were pledged with 
the bank to secure an additional line of 
credit covering all of the manufacturer’s 
dealer requirements. In this case the 
bank advanced 80 per cent of the face 
value of the receivables. 

The third and fourth steps enabled the 
distributor to offer to his dealers a 
financing plan as well as merchandise. 
Under a floor plan, the same bank ad- 
vanced on the dealer’s inventory on dis- 
play in accordance with the bank’s cus- 
tomary procedure covering such situa- 
tions. And since there was a definite 


sales advantage in having the customer 
pay the dealer from whom he bought his 
goods under a time payment arrange- 
ment, the fourth step provided that the 
consumer paper endorsed by the dealer 
and the distributor was in turn accepted 
by the bank as a basis for a further credit 
line. 

Such a plan may of course originate 
with the manufacturer, and it is imma- 
terial whether he distributes through a 
distributor-dealer set-up or through man- 
ufacturer’s warehouses and dealers. 
Warehouse Receipts, whether issued by 
metropolitan public warehouses or by 
field warehouses operated on the bor- 
rower’s premises, are an accepted form of 
collateral security for the initial stage of 
distribution where stocks are relatively 
large and concentrated in comparatively 
few places. Floor plan financing usually 
takes care of financing the dealer stocks. 
Assignment of Accounts Receivable by 
the distributor, and of consumer paper 
by the dealer, is standard practice in 
most progressive banks. 

This type of integrated financial plan 
has certain obvious sales advantages all 
along the line. Because of close personal 
relationships of all parties, it also pro- 
vides the best possible check on collec- 
tions and makes it easier to do the right 
thing promptly in the event of dilatory 
payments by customers. It is an eco- 
nomical form of credit arrangement with 
the minimum of overhead and duplica- 
tion of effort. 

Although not every line is adaptable 
to such a completely integrated plan as 
is used in the automobile business, such a 
plan has certain basic principles which 
are suitable, in whole or in part, to the 
distribution of many consumer durable 
goods. 

ALLEN PoTTeR 
Boston, Massachusetts 








68 





THE JOURNAL OF MARKETING 





THE NEGRO MARKET TODAY AND POSTWAR 


T HAS become so much the habit to 
l think first of all of the Negro, and 
properly, when we speak of under- 
privileged Americans and minority 
groups that we have made the further 
step and taken it for granted that the 
whole colored race lives on the same un- 
derprivileged level. It is the general 
opinion of advertisers and marketers 
that a majority of Negroes live on the 
other side of the railroad tracks, or re- 
semble something closely akin to a share- 
cropper. 

The question, therefore, may properly 
be asked: “Is there such a thing as a 
Negro market and to what extent is its 
substance?” Back in 1920 the U. S. De- 
partment of Commerce gave out its 
first and only estimate of Negro pur- 
chasing power. The figure of ‘24 billion 
or more,” as they put it, walked like a 
ghost down through the years even until 
today. I undertook in 1938 to re-define 
this purchasing power in terms of gross 
annual income for the total U. S. Negro 
population. The 1920 gross annual in- 
come was $3,055,400,000, with a popula- 
lation of 10,463,131 Negroes in the U. S. 
In 1925 it was $3,113,800,000. In 1929 
it was $4,166,300,000, in 1935 it 
amounted to $3,343,140,000, in 1940 it 
rose to $4,678,540,000, and in 1943 it 
reached $10,290,000,000. Here is clear 
evidence of the substance of the Negro 
market. 

This is further implemented by a look 
at annual purchases of specific consumer 
goods and the use of certain consumer 
services: 


1929 
Clothing $ 429,128,900 
Food 1,029,076, 100 
Fuel, Light, Gas 237,479,100 
Drugs 141,654,200 
Personal Care 108 , 323, 800 
Reading 20,831, 500 


Along with expansion of income, and 
purchases of consumers goods and serv- 
ices, there has been a rather rapid 
growth of the Negro population: 10,- 
463,131 in 1920; 11,891,143 in 1932; 
12,865, 518 In 1940; 13,190,543 (esti- 
mated) in 1943. 

Here then is a market bigger in size 
than the entire Dominion of Canada by 
approximately Ig per cent, and with over 
$1,250 million more income in 194}. 
Moreover, one need not have to take 
into account language and tariff barriers 
as they apply to any foreign market. 

Recent trends of employment, result- 
ing from the impact of the war and largely 
due to the Fair Employment Practices 
Committee, further show how important 
can loom the Negro market today and 
postwar, provided real opportunities 
exist for employment should the barrier 
of racial bigotry and prejudice be re- 
moved. At the outbreak of the war, and 
for a while after, Negro employment in 
war industry lagged; nevertheless, when 
it got under way, rapid strides were 
made. To illustrate; in 1940 the total 
U. S. labor force was 52,789,499 of which 
II per cent or 5,806,844 was Negro. The 
proportion in war industries was 3 per 
cent in 1942, $.7 per cent in September 
1942, 6.4 per cent in January 1943, and 
7.3 per cent in March 1944. 

The incidence of population shifting 
should also come under scrutiny for any 
postwar planning that may include the 
Negro market. The most recent figures 
released by the Census Bureau shed light 
on an otherwise dark subject. 


1935 1943 
$342,000, 280 $1 , 862,490,000 
989,569,440 1 ,121,610,000 
260,764,920 411,600,000 
83,578,500 318,990,000 
731 549,080 308 , 700,000 
6,686,280 133,770,000 
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Since 1940 the percentage increase of 
' the Negro population was 250.2 for 
Utica; 32.0 for Buffalo; 32.1 for New 
Haven; 34.0 for Waterbury; 271.4 for 
San Francisco; 31.5 for New Orleans and 
106.6 for Mobile, Alabama. In actual 
numbers, cities such as Washington, 
D. C., jumped from 187,266 in 1940 to 
224,916 in 1944; Detroit, from 149,119 
to 185,057; Chicago, from 277,731 to 
349,941; Baltimore from 165,804 to 
200,007. 

An example of rise in per capita in- 
come is clearly shown in the case of Bal- 
timore. In 1933, the Negro per capita in- 
come of this city was estimated to be 
$345, but in 1942 it had risen to over 
$1,000 per capita. Newark, New Jersey’s 
Negro per capita income in 1942 was 
$1,130 as compared to $745 per capita 
for the Dominion of Canada as a whole. 

1942 Negro farm income was esti- 
mated to be $1,250 million. Of 700,000 
farm operators, 25 per cent owned 3o0,- 
000,000 acres valued at $836 million, 
with buildings and equipment valued at 
$40 million. Twenty-three per cent of the 
3,250,000 Negro American families 
owned their own homes in 1940. Some 
$600 million is invested in Negro churches 
and church property. 

Over 25,000 retail establishments 
owned by Negroes grossed over $100 


million in sales in 1942. Of these entre- 
preneurs, 35 per cent are food vendors. 
The 6,656 Negro barber shops grossed $9 
million, the 4,542 beauty shops grossed 
$4,480,000, while the total of 27,368 
service establishments did $36,653,000. 
The Census of Business of 1939 showed 
that Negroes spend 2.9 per cent for per- 
sonal care as against 2.4 per cent for 
whites. And in some sections of the U. S., 
Negroes spend as high as 17 per cent 
per capita for drugs and proprietary 
remedies. 

In conclusion, I should like to recom- 
mend that there be a greater expansion 
of market research in the Negro field by: 
(a) advertisers and marketers; (b) Negro 
publishers; and (c) commercial research 
companies. This research should cover: 
(1) buying habits; (2) brand preferences; 
(3) copy appeals; (4) effective media, 
Negro and white (or general). The Negro 
potential offers tremendous profits. And 
with postwar demand at all time highs 
due to current dammed up supply, the 
estimated $3,500 million in savings is a 
good market target for producers of 
goods or services to aim at, if they really 
desire a new market opportunity right 
here at home. 


Davip J. SuLLIVAN 
New York City 
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Research completed and in progress is 
classified in this section under the list of gen- 
eral headings given below. Individual items 
are designated by the number of the general 
class into which they fall and, also, by a serial 
number within the class. 


List or GENERAL HEADINGS 


— 


. Advertising 
. Selling—Personal 


vb 


Commodity Studies 


Industrial Marketing 
Marketing Farm Products 
Marketing Minerals 
Marketing Services 
Producers’ Marketing of Consumer 
Goods 
8. Product Analysis 
9. Consumer Studies 
10. Cost of Marketing 
11. Foreign Trade 
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Functional Marketing 


12. Co-operative Marketing 

13. Credit—Mercantile and Retail 
14. Retailing 

15. Transportation 

16. Warehousing 

17. Wholesaling 


Government and Marketing 


18. Federal, State, Local Regulation 
19. Taxation 

20. Marketing Theory 

21. Prices and Price Policies 


Statistics 


22. General Market Statistics 
23. Market Area Studies 
24. Research Technique 
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25. War—General 
26. Miscellaneous 


1. ADVERTISING 


1.1 Advertising Readership Studies—Help- 
ful or Hurtful? James D. Woolf, 
Printer’s Ink, April 6, 1945. 


“T am not sure there is one among us whe 
knows the answer,” says Mr. Woolf, who 
goes on to raise some thoughtful points. He is 
greatly concerned about the accuracy of the 
replies given by the interviewees in advertis- 
ing readership studies, and points to two sig- 
nificant tests of this factor which revealed 
some very disconcerting discrepancies. 

But even granting that the “‘seen,” “‘read- 
some,” “read-most” replies are 100 per cent 
accurate, what, if any, qualitative signifi- 
cance do the ratings have? With respect to 
this question, the author points out that be- 
cause of its superior selling power, one ad- 
vertisement with a “seen” rating of 24 (a 
quantitative measure) will do a better job of 
selling (the qualitative measure) than a 
bizarre ad with a rating of 39. Hence cost fig- 
ures that are computed on the basis of adver- 
tising readership ratings should be closely 
scrutinized. 


1.2 The Use of Experts’ Opinions in Adver- 
tising. Advertising and Selling, March, 
1945. 

The timely caution that the Federal Trade 
Commission is the final arbiter in the deter- 
mination of the reliability of the “‘authori- 
ties” who endorse a product is given in this 
article. The Supreme Court so decided as 
early as 1941. However, should experts who 
are admittedly reliable disagree, the Com- 
mission may withhold action until the under- 
lying scientific controversies are resolved. 
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1.3 Network Time Sales Revenue Tops 126 
Million for Record. Broadcasting, 
February 5, 1945. 


A preliminary report of the F.C.C. shows 
that revenues from the sales of time (before 
agency commissions are deducted) by the 
four major networks increased 21.2 per cent 
in 1944 over 1943. The major network time 
sales have more than doubled in the five 
year period 1939-1944. 


2. SELLING—PERSONAL 


2.1 Security-Opportunity-Recognition: Bas- 
ic Factors in Salesmen’s Morale. 
Edward McSweeney, Sales Manage- 
ment, March 1, 1945. 


Ten reasons are given for salesmen getting 
the blues and doing less well than they could 
under more auspicious circumstances. “If in- 
dustry is to create enough demand to keep 
60,000,000 workers on the job, we shall need 
not only more salesmen but the best, most 
alert, most productive salesmen in our his- 
tory. The conditioning factor is morale.” 

The average salesman, like other workers, 


measures his job satisfaction by three factors, 
namely, security, opportunity for advance- 
ment, and recognition. It is important to do 
something about the reasons why salesmen’s 
morale isn’t always what it could be. Some 
suggestions are given. 


2.2 Scientific Research Will Determine 
‘*Sales Ability” of Utilities’ Salesmen. 
Industrial Marketing, March, 1945. 


Public utilities throughout the country are 
cooperating in a series of psychological ex- 
periments which are designed to establish a 
basis for selecting postwar salesmen. Staff 
members of the Personnel Research Institute 
of Western Reserve University are in charge 
of the work. 

They aim to construct a standard set of 
tests for determining whether job candidates 
can successfully sell gas heating equipment 
for home use. Much of the effort will be de- 
voted to interviewing hundreds of men of 
known sales records, and it is believed that 
this is the first attempt on a national scale to 
predetermine ability to sell a specific line of 
goods. 


2.3 Am I Really Ready For Postwar Selling? 
Burton Bigelow, Sales Management, 
March 1, 1945. 


In anticipation of the need for making ade- 
quate plans for thoroughly modernized and 
workable postwar sales organizations this 
article presents and briefly discusses an eval- 
uation chart by which sales managers can es- 
timate their own preparedness. A rating 
scale is given to aid in realistic self-appraisal. 

The Postwar Sales Managers Self-Evalua- 
tion Chart is composed of 70 questions classi- 
fied under 11 headings as follows: 


. Hiring and Paying Salesmen. 

. Training Salespeople. 

. Sales Tools. 

. Controlling Salesmen. 
Supervision. 

Stimulation. 

Advertising and Sales Promotion. 
Re-building Distribution. 
Relationships with Top Management. 
Relationships with Government. 
Personal Progress. 


Aaa DOmmoOw > 


2.4 A Time-Saver List of Sources for Maps 
for Sales Executives. Sales Manage- 
ment, March 15, 1945. 


This article is devoted to a representative 
list of most of the types of maps ordinarily 
needed in sales analysis and territory work. 
The data given are: type of map, number and 
size of the map, the price, and the publishing 
company. 


3. INDUSTRIAL MARKETING 


3.1 Ten billion dollars will be spent by the 
nation’s institutions on postwar plans, as 
shown by the complete and final tabulation 
of the magazine Institutions’ re-survey of 
the institutional field, consisting of hotels, 
hospitals, restaurants, schools and other 
similar institutions. 

This sum is an increase of one billion dol- 
lars over the figure set by institutional opera- 
tors last year in Institutions’ annual survey 
of the institutional field. Ninety-six per cent 
of the nation’s institutions will spend the ten 
billion dollars and are now only awaiting re- 
lease of supplies and materials to implement 
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their programs. Of the institutions reporting, 
§1 per cent say that work schedules calling 
for remodeling, re-equipping, refurnishing, 
and expansion of facilities are already in or 
past the blueprint stage. 

The most pressing need of institutions is 
shown by plans for exterior and interior re- 
modeling. Sixty-three per cent of all institu- 
tions have scheduled expenditures for work 
of this nature. Thirty-four per cent face the 
pressing need of re-equipping general operat- 
ing facilities; 33 per cent will spend on new 
construction; 33 per cent have scheduled a 
portion of their planned expenditure for re- 
decorating; 32 per cent include refurnishing 
in their plans; and 26 per cent list such spe- 
cific needs in their schedules as air condition- 
ing, refrigeration, lighting, new elevators and 
elevator shafts. 


4. MARKETING FARM PRODUCTS 


4.1 Regional Research in Agricultural Mar- 
keting. Knute Bjorka, Yournal of 
Farm Economics, February, 1945. 


The Purnell Act of 1925 and the Bank- 
head-Jones Act of 1935 have provided ma- 
chinery and funds for coopertaive, regional 
research on agricultural problems of all sorts. 
Some of the energy is being devoted to stud- 
ies of markets and marketing for agricultural 
products. The New England Research Coun- 
cil has been stimulating and coordinating 
studies of agricultural commodities in New 
England for many years. The Corn Belt 
Livestock Marketing Research Committee 
and the Regional Committee on Coordinat- 
ing Research in Poultry and Egg Marketing 
are working on the problem of coordinating 
research in their respective fields. 

This article is informative as to the organi- 
zations, the problems on which work is being 
done, and the advantages and disadvantages 
of cooperative research. It does not report 
any results of studies already completed. 
Those interested in industrial market re- 
search may find some suggestions for pro- 
cedures, although the conditions of competi- 
tion are quite different in the two fields. 


4.2 Office of Marketing Services, War Food 
Administration 


4.2.1 Two current studies of a new research 
unit, the Marketing Analysis Division, are of 
general interest. In order to discover the 
chief changes in channels of movement and in 
the structure of marketing charges during the 
war, brief surveys are being started on the 
marketing of a number of farm products. 
These surveys will include all stages of mar- 
keting from producer to consumer. They will 
provide a basis for analyzing the problems 
relating to Government marketing services 
and regulations in the reconversion period. 


4.2.2 Another study is devoted to improve- 
ments in marketing through the medium of 
marketing agreements among producers and 
trade groups under Government sponsorship 
and supervision, supported, when necessary 
by Government marketing orders. Agree- 
ments of this type have been used, under 
existing legislation, chiefly to control move- 
ments of commodities and to regulate prices 
to producers. The current study contem- 
plates using these agreements to effect more 
efficient practices than can be achieved by 
individual market agents because of com- 
petition. 


4.2.3 The Office of Marketing Service is co- 
operating with the Office of Supply in analyz- 
ing the problems of postwar utilization of agri- 
cultural products—particularly the potenti- 
alities of a national program of food allot- 
ments for maintaining (1) an adequate level 
of food consumption in the United States; 
(2) adequate market outlets for production 
under full agricultural employment. Such a 
program will be described in an article in an 
early issue of THE JOURNAL OF MARKETING. 


4.3 Bureau of Agricultural Economics. 


The Bureau of Agricultural Economics 
and the War Food Administration are pre- 
paring a report on cotton surplus removal 
programs to show the amounts of cotton 
used up, the cost to the Government, and the 
amounts and distribution of the indirect 
benefits and costs. This information supplies 
a basis for evaluating the potentialities and 
limitations of these programs as a means of 
expanding market outlets for American cot- 
ton. 
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6. MARKETING SERVICES 


6.1 Tomorrow’s Tourist. (New York: Time 
Inc., 1944, pp. 40.) 


Travel agents believe that the postwar 
tourist trade will reach a scale not heretofore 
attained. This opinion was expressed in an- 
swers tO 401 questionnaires sent to travel 
agents by the publishers of Time magazine. 

Domestic travel under the pressure of 
years of staying at home will be the first to 
expand, while the unavailability of facilities 
may restrict overseas travel for months or 
even years after victory. It is believed that 
the British Isles, South America, Mexico, 
Alaska, and Italy will rank the highest in 
postwar tourist appeal. Before there can be 
much travel to Alaska, however, there is 
much to be done on the Alcan highway. In its 
length of about 1600 miles, it is practically 
desolate of tourist facilities and has yet to 
produce more than one settlement worthy of 
being called a town. It has stretches which 
are even difficult for a jeep to travel and it is 
a far cry from the ideal in highways which 
the American tourist expects. 

For overseas travel it is believed that the 
steamship will remain the principal means, 
although the airlines will cut into this travel. 
The steamship companies are anticipating 
this competition and are preparing to cope 
with it. More than three-fourths of the travel 
agents expect that Io per cent and upwards 
of their customers will travel by air and of 
these an increasing number will use the air- 
plane for overseas travel. 

The principal reason why travel agents ex- 
pect an expanded tourist business is an in- 
creased world interest. Other reasons given 
are wartime savings, inquiries of potential 
customers, air routes, expanding business 
operations, and more leisure time. 


8. PRODUCT ANALYSIS 


8.1 Office of Marketing Services, War Food 
Administration 


8.1.1 4 quick test which will indicate almost 
instantly whether flour is enriched, partially 
enriched, or unenriched has been developed 


by the Grain Products Branch, War Food 
Administration, in its laboratory at the 
Beltsville (Md.) Research Center. The test 
is a qualitative and semi-quantitative test 
designed to detect the presence and estimate 
the quantity of niacin or its amide in white 
flour or white bread. 

About one-half to one gram of flour is 
pressed on a white blotter or in the well of a 
porcelain indicator block. Two drops of a 
four per cent aniline solution in ethy] alcohol 
are then dropped on the center of the flat- 
tened flour, followed by three drops of a four 
per cent aqueous cyanogen bromide solution. 
Almost immediately (in less than four min- 
utes) a canary yellow color appears if the 
flour has been enriched, the depth of color 
depending on the amount of niacin—one of 
the four enrichment ingredients present in 
the flour. A comparison with flour containing 
known amounts of niacin, treated the same 
way, will indicate the niacin content of the 
flour tested. 

As flour is ordinarily enriched by the addi- 
tion of a concentrate containing the various 
enrichment ingredients in the proper propor- 
tions, a test of such flour for any one of these 
ingredients—niacin, in this case—will indi- 
cate whether the flour is fully enriched. 
The exact amount of enrichment can be de- 
termined only by the longer, more complex 
methods commonly used in testing for each 
of the four enrichment ingredients. The new 
test will be used in connection with flour in- 
spection by WFA’s Office of Marketing Serv- 
ices. 


8.1.2 The first segment of a comprehensive 
study of the relationships of the various 
physical properties of cotton fibers to processing 
performance and to the quality of yarns and 
fabrics has recently been completed in the 
Cotton and Fiber Branch, Office of Market- 
ing Services, War Food Administration. This 
study has important implications from the 
standpoint of marketing and processing raw 
cotton in that the findings provide marketing 
agencies and cotton manufacturers a more 
precise basis for the selection of cotton most 
suitable for specific uses than has been avail- 
able previously. 
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The statistical analyses in connection with 
these studies are based on the most complete 
and extensive body of data now in existence 
with respect to fiber property measurements 
and spinning results. The results of the first 
segment of this study have been published in 
preliminary form under the title of “Rela- 
tionships Between Properties of Cotton 
Fibers and Strength of Carded Yarns.” 


10. COST OF MARKETING 


10.1 Distribution Costs after the War. Mal- 
colm P. McNair, Harvard Business 
Review, Spring Number, 1945. 

From 1929 to 1943 inclusive there was an 
almost uninterrupted increase from year to 
year in the gross margin of department stores 
and variety chains. Probably this same trend 
occurred in most other lines of distribution. 
McNair sees no reason to suppose that the 
long-run factors which have brought about 
this trend, and which he discusses in some 
detail, are likely to be reversed. 

This, however, is not to be taken as matter 
for discouragement, for the author says that 
society is receiving a product—a distribution 
and service product—in return for the costs 
which it is paying. He says, further: “The 
question ‘Does distribution cost too much?” 
is fundamentally an unintelligent question, 
not directed to the real issue of how society 
can promote better living.” The brief dis- 
cussion of the probable postwar forms of 
distribution, such as the super-market de- 
partment store, increase in roadside stores, 
innovations in quick-frozen foods and locker 
plants, are thought provoking. The author 
expects further integration of producing and 
marketing goods. And he expects most forms 
of governmental control to be entirely dis- 
continued. 


10.2 Lilly Digest of the 1943 Statements of 

1,244 Retail Pharmacies. (Indianapo- 

lis: Eli Lilly and Company, pp. 40.) 

This twelfth annual edition of the digest 

covers more than twice the number of 

pharmacies included in any previous edition 
of the study. 

Seventy-four per cent of the stores earned 

a profit of five per cent or more on sales. 


Stores which turned their stock less than two 
times earned 18 cents per dollar invested in 
merchandise, while those which turned their 
stock ten times or more earned gI cents per 
dollar invested in merchandise. 

A study of the stores grouped according 
to sales volume revealed that there were 
some stores in all groups which operated at a 
loss. Twenty-three of the stores had a sales 
volume of less than $10,000. Of these thirty- 
nine per cent did not earn a profit and it was 
pointed out that “even when these stores are 
operated with maximum profit, the pro- 
prietor’s income is almost certain to be less 
than what he would obtain as an employee 
pharmacist.” 

For all stores, the average cost of merchan- 
dise sold was 67.4 per cent. The average 
gross margin was 32.6 per cent, the aver- 
age total expense was 22.7 per cent, and 
average net profit was 9.9 per cent. 


10.3 Bureau of Foreign and Domestic 
Commerce 


10.3.1 A study of retail operating expenses is 
nearing completion and will be issued in 
pamphlet form for the use of retailers in the 
various lines as a guide for management. The 
most recent figures compiled by trade as- 
sociations, trade papers, and universities are 
being collated and will be presented, to- 
gether with a discussion of the uses and 
limitations of data of this sort for manage- 
ment purposes. 


10.3.2 A pamphlet on ¢erritorial cost analysis 
is to be released soon for the use of manu- 
facturers contemplating entry into new sales 
territories after the war. The study points 
out the types of cost the manufacturer must 
consider and presents a method of analyzing 
these costs by territories, with particular 
reference to the marginal cost approach ap- 
propriate to decisions on new territories. 


10.4 Bureau of Agricultural Economics 


A preliminary draft of the Bureau of Agri- 
cultural Economics report on marketing mar- 
gins for fluid milk was completed and has 
been submitted to other agencies for review. 
The report presents detailed data on the dif- 
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ferent channels through which fluid milk 
moves from producers to consumers and ana- 
lyzes the relative importance of each opera- 
tion and each agency. Estimates of costs are 
presented for the various agencies and func- 
tions involved in the marketing process, and 
suggestions are made as to how marketing 
services can be performed at lower charges 
and with greater efficiency. Asummary state- 
ment abstracted from this report was pub- 
lished in the March issue of “The Marketing 
and Transportation Situation.” 

The Bureau of Agricultural Economics’ 
study of marketing margins for processed 
dairy products, now nearing completion, will 
be issued as a separate report. 


11. FOREIGN TRADE 


11.1 Bureau of the Census: Under relaxed 
security regulations it is expected that com- 
plete information on the 1942 and 1943 
foreign trade of the United States will be 
released by July 1. 

The release of 1942 information will not 
only reveal for the first time figures on total 
United States exports and imports during its 
first year of war but will include separate 
tabulations on that part of the total exports 
which were made under the Lend-Lease pro- 
gram. 

Data on the total exports of individual 
commodities may now be released six months 
after the period covered except for figures on 
a number of military, strategic, and critical 
commodities. Details on the country of desti- 
nation or of origin may be released for trade 
with each of the Latin American Republics, 
Canada, Alaska, Puerto Rico and the Virgin 
Islands. Statistics which may be released un- 
der this program may be obtained on request 
and it is planned in the near future to provide 
for the regular publication of this informa- 
tion on a 6-months-delayed basis. 

Separately printed copies of Table 1 from 
the annual publication Foreign Commerce 
and Navigation of the United States for 1942, 
containing full detailed statistics on United 
States’ imports during 1942, are available at 
40 cents per copy. Copies of Table 4 from this 
same publication, presenting information on 


United States exports during 1942, are 50 
cents per copy. A release showing complete 
detail on that portion of United States ex- 
ports made under the Lend-Lease program 
during 1942 may be obtained at 15 cents per 
copy. Copies of the 1942 issues of the 
Monthly Summary of Foreign Commerce of 
the United States are available at 15 cents per 
issue. 


12. COOPERATIVE MARKETING 


12.1 Why I favor the Co-op Idea. Harry 
Afford. 
Why I, Too, Favor the Co-ops. J. A. 
Hough. 
Why I Favor Our Present System. 
Godfrey M. Lebhar. Chain Store 
Age. January, March, 1945. 


Some readers will recall that the February 
1944 issue of Chain Store Age carried an edi- 
torial entitled “How Far Will the Co-ops 
Go?” This editorial stimulated an exchange 
of opinions between an executive of a British 
consumer co-operative society and Mr. Leb- 
har, with the result that an international de- 
bate was planned to be staged on the pages of 
the magazine. The question at issue was to 
be: “Would it be in the public interest to sub- 
stitute the consumer co-operative way of life 
for our present system in which competition 
and the profit motive are major factors?” 

Mr. Afford, General Manager of the Wat- 
ford Co-operative Society, Ltd., Watford, 
England, and editorial contributor to Co- 
operative News, the official co-op weekly, and 
Mr. J. A. Hough, Research Officer, British 
Co-operative Union, Ltd., and head of its re- 
search and statistical departments as well as 
author of many works on the subject of con- 
sumer co-operation, agreed to support the 
affirmative side of the question and Mr. Leb- 
har to uphold the negative. The three major 
arguments were printed in the January issue, 
with rebuttals by Mr. Afford and Mr. Lebhar 
in the March issue. 

Mr. Afford’s article is in the main an at- 
tempt to explain the ideology of the consumer 
co-operative movement. The crux of his ar- 
gument is that co-operators do not criticize 
profit seeking per se—in fact “there are some 
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real advantages in profit seeking.” Co-opera- 
tors do criticize profit seeking when “‘it is al- 
lowed to grow out of proportion as it does in 
a capitalist society,” and believe that the ad- 
vantages of “useful service” as exemplified in 
a co-operative way of life far outweigh any 
virtues which “profit seeking” may have. 

The article by Mr. Hough is largely a fac- 
tual picture of the achievements of the Brit- 
ish co-operative movement. He shows that in 
1943, total membership in the 1,057 retail 
societies was somewhat over 9 million with 
retail sales of over 331 million pounds. About 
6 per cent of the membership is represented 
by societies with less than 2,000 members 
each whereas about 75 per cent of the mem- 
bership is in societies with 10,000 or more 
members each. This great diversity in size 
of store is largely due to the uneven disper- 
sion of population. The large societies, in the 
main, are found in large towns and cities, and 
the small societies are found in the villages 
and towns. 

Data on co-operative trade during World 
War II show that in the “‘main categories co- 
operative societies are catering to the needs 
of more than one quarter of the civil popula- 
tion.” 

Mr. Hough calls attention to the healthy 
financial position of the movement, repro- 
ducing a national balance sheet of the co- 
operative movement in 1943. He claims that 
the system of distributing dividends on 
purchases has “stood the stress of the war 
years amazingly well.” This, he says, is im- 
portant because “in the prewar years a 
criticism was often levelled at co-operative 
societies that their dividend per pound of 
sales was due largely to higher prices. Un- 
doubtedly, in some instances, the dividend 
consisted in part of a slight element coming 
from higher prices, but all the time there was 
a solid nucleus of dividend, which repre- 
sented the real organizer’s surplus. During 
the war, however, the position has been to- 
tally different because in all departments 
practically the whole range of goods has been 
subject to fixed maximum prices controlled 
by government legislation. Yet in spite of 
this control, which levelled the prices of all 
classes of traders, the rate of dividend de- 


clared by co-operative organizations has re- 
mained practically intact.” 

Mr. Lebhar takes issue with the co-opera- 
tors who claim that all competition is vicious 
competition. He argues that it is the com- 
petitive spirit—the positive, constructive, 
stimulating competitive spirit which ‘‘makes 
the world go ’round.” He goes on to concede 
three of Mr. Afford’s claims, namely that: 
(1) the co-op rests upon a sound, legal, moral 
and ethical foundation; (2) co-ops provide 
good, strong competition; and (3) the out- 
standing characteristic of the co-op system— 
the division of net profits on the basis of 
purchases—is a good feature. But, he main- 
tains, that they do not justify the conclusion 
that the public interest would be benefited by 
a substitution of the consumer co-operative 
way of life for our present system. 

The remainder of the article is devoted to 
a refutation of Mr. Afford’s claims that un- 
der the co-op system wages are higher and 
working and living conditions are on a higher 
plane than under the competitive system, 
and that the “dive” of the co-operative sys- 
tem is a true dividend. 

The two articles in the March number add 
little to the main arguments. Mr. Lebhar 
meets Mr. Afford on specific points and sum- 
marizes his own main contentions as follows: 

1. Despite its shortcomings our present 
system has given us ever-rising standards of 
living. 

2. The achievements of our present sys- 
tem stem directly from two of its indispensa- 
ble features—competition and the profit mo- 
tive. 

3. These same influences may be expected 
to work as well for us in the future as they 
have in the past. 

4. Our present system should not be 
scrapped for a “new way of life” without 
proof that the new order would work as ef- 
fectively as the present one. 

Mr. Afford reiterates his claim that co- 
operation is growing and presents data on the 
wage and price achievements of the British 
consumer co-operatives. 

On the whole this exchange of opinions is 
both interesting and revealing. It will not 
add much, however, to the fund of informa- 
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tion of those who are familiar with the origin 
and growth of the consumer co-operative 
movement. 


12.2 Developments in the Consumers’ Co- 
operative Movement in 1944. Month- 
ly Labor Review, March, 1945. 


This is a nine page article of descriptive 
and statistical material on the 1944 progress 
of the consumers’ co-operative movement. 

The outstanding event was the holding of 
the 14th congress of the Cooperative League 
of the U. S. A. Under particular fire was the 
exemption of patronage refunds. 

The co-operative movement and its objec- 
tives were endorsed by an increasing number 
of organizations in the religious, labor, 
farmer, social, and political fields. 


12.3 Co-ops Plan for the Postwar World. 
(Washington: Cooperative League of 
the U.S. A., 1944, 64 pp.) 


The purpose of the International Recon- 
struction Conference in Washington last 
year, of which this pamphlet is a report, was 
to direct attention to the value of co-opera- 
tives in postwar relief and rehabilitation. A 
14 point action schedule was approved by the 
conference. It was recommended that there 
be created in the United Nations Relief and 
Rehabilitation Administration a co-opera- 
tive division which will make a maximum use 
of co-operatives in the distribution and pro- 
duction of relief supplies and in the rehabili- 
tation of each nation’s economy. It was also 
recommended that UNRRA establish a fund 
for loaning to co-operatives in other coun- 
tries to be made on a basis similar to that 
used by the Farm Credit Administration in 
making loans to co-operatives in this coun- 
try. 


14. RETAILING 


14.1 War-Time Trends in the Drug Store 
Market. (The Bureau of Foreign and 
Domestic Commerce and the A. C. 
Nielsen Company, March, 1945, pp. 
55-) 

This survey was undertaken in order to 
supplement the existing data of the two or- 


ganizations with more detailed analytical in- 
formation on retail drug store activity. The 
brochure includes a comprehensive discus- 
sion of the effects of the war on the drug 
trade, together with graphs and detailed ap- 
pendix tables showing number of stores and 
dollar sales over the five-year period 1939- 
1943, by months, for chain and independent 
stores; by size of store; by size of city; by re- 
gional breakdown. 

While the study is primarily designed for 
the information of the drug industry, and 
provides a wealth of statistical data on the 
trade not heretofore available, it is also im- 
portant because it offers a basis for apprais- 
ing sales estimates of other retail groups 
based on sample data. A similar survey is 
now being conducted for 1944. The results, 
however, will not be published in detail. 


14.2 Modernizing Retailing. Jack H. Schein- 
man, Fournal of Retailing, December, 
1944. 

Starting with the premise of full employ- 
ment the author states that “since produc- 
tion has a capacity to turn out goods at a 
many times faster rate than this nation has 
ever seen, retailing must be in a position to 
handle this huge volume in a turnover of in- 
ventory which will make its past perform- 
ance appear like a stalled merry-go-round as 
compared to a whirling dervish.” To achieve 
this goal retailing must apply industrial engi- 
neering to the store flow. 

Phases of industrial engineering which the 
author believes are applicable to the retail 
organization are among others: 

1. Operation analysis.—The use of a flow 
chart plus the personnel involved, together 
with the attendant forms and general and 
specific paper work involved in each trans- 
action, makes it possible to analyze opera- 
tions for the purpose of setting standards 
of operation which can be checked at regular 
intervals against actual performance. 

2. Motion study.—Whereas the operation 
analysis takes into consideration the over-all 
functions, the motion study applies to the 
individual operation. 

3. Method improvement.—There are 
many places, such as the receiving depart- 
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ment, the sales counter and the office, where 
procedures can be modernized. Job analysis, 
“with the aim of installing a new, time-sav- 
ing device or eliminating hand use is helpful. 

No changes should be attempted singly. 
“The approach must be syllogistic in that the 
major premise must be the starting point.” 
The studies should be made by experts in 
industrial engineering in combination with 
the store’s management staff. For smaller 
stores, co-operative associations could make 
over-all studies which would then be made 
available to the member stores. 


14.3 Your Store—Tomorrow. Women’s Wear 
Daily, January 4, 1945. 


A round-up of opinion among representa- 
tive retailers, both large and small, reveals 
wide acceptance of the fact that physical 
layout of stores of the future is bound to be 
different. The following are some of the 
things that merchants think the department 
store needs: 

1. An improvement of fluorescent light- 
ing, or some other type of lighting which will 
give the effect of a blend of incandescent and 
fluorescent lights. The present fluorescent 
light is not flattering to colors, even though 
it does have a high degree of brightness. Also 
there should be a light with a longer life than 
the present lights. 

2. Air conditioning designed to be abso- 
lutely reliable in a sealed, dust-proof build- 
ing. This should be in package type units, 
small enough for ease of handling, light 
enough to be placed on any ordinary floor, 
silent enough to be put in merchandise space, 
and economical to operate. These units 
should have the precision of a household re- 
frigerator and a capacity of 25 to 50 tons of 
refrigeration. 

3. Anew floor which will give long life, the 
ease of maintenance of linoleum or asphalt 
tile, the soft appearance and effect of carpet. 

4. Sound proofing materials for ceiling and 
walls which can be easily cleaned and main- 
tained. 

5. Fixture design which will give the maxi- 
mum of interchangeability of units with a 
light and airy appearance. 


6. Improvement in conveyor equipment 
for handling of merchandise. 

7. Improvement of fire protection, elimi- 
nating the necessity of sprinkler system, to- 
gether with its hazard of water leakage, un- 
sightly pipes, etc. 

8. Unbreakable glass for fixture work, 
priced within reason and as workable as the 
present glass. 

9. Improvement in paints, so that one coat 
will cover any color or material without the 
need of size coats or any other base. 

10. Improvement of material and tech- 
nique used on finishing fixtures and furniture 
so that the finish will be much more per- 
manent. 

11. Improvement in cleaning materials for 
ease in cleaning in buildings. 

12. Improvement in bookkeeping and 
other office machinery to reduce mainte- 
nance. 

13. We would like to see the postwar ar- 
chitect have the courage to design a real store 
building with the elimination of many sup- 
porting columns, so as to give wide floor 
areas; the possible elimination of show win- 
dows, making the whole store building a 
show window. The building should be lo- 
cated so as to facilitate ease of parking either 
adjacent to the building or inside the build- 
ing. Naturally the location should be as near 
all arteries as possible. 


14.4 Post War Merchandising Plans of The 
Tire Chains. Earl Lifshey, Retailing, 
Home Furnishings Edition, February 
8—March §, 1945. 


Beginning with the February 8th issue, 
Retailing printed a series of eight articles on 
the postwar merchandising plans of the tire 
manufacturers. This report is based on per- 
sonal interviews with chief executives at 
Firestone, Goodyear, and Goodrich at Ak- 
ron, Ohio. 

Articles I and II present the historical 
background of the feared competition of 
postwar tire chains; Articles III and IV are 
devoted to the Goodyear organization and 
plans; Articles V and VI give the Firestone 
story, while the Goodrich company is de- 
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scribed and discussed in Articles VII and 
VIII. 

By and large, retailers of home furnishings 
need not fear postwar tire chain competition. 
There will be tough competition from the 
rubber company stores, and it will probably 
hit many small dealers very hard, but it will 
not be of as varied a nature as early reports 
indicated. 


14.5 The marketing and Research Service of 
Dun & Bradstreet, Inc., has just completed 
a survey of operating and merchandising ex- 
perience of retail grocers covering the year 
1943. The results will be included in “Op- 
portunities in Retail Trade for Service 
Men,” a pamphlet to be published by Dun & 
Bradstreet. 

The sample of independent, straight (that 
is, not handling meats) grocery stores con- 
sists of 453 stores distributed both geo- 
graphically and by size of town in the same 
proportions as are indicated by the 1939 
Census figures. The data have been tabu- 
lated in the form of average operating and 
merchandise ratios. Shown as percentages of 
net sales are average figures for cost of goods 
sold, gross margin, total expense, owners’ 
salaries, employees’ wages, occupancy ex- 
pense, bad debt losses, and profit or loss; also 
average ratios have been compiled for in- 
ventory turnover and realized mark-up. 
Separate tabulations are presented by profit 
status, size of store, size of city or town, 
credit policy, and buying policy. 


14.6 Group Research Possibilities for Inde- 
pendent Stores. E. H. Scull, Yourna/ 
of Retailing, December, 1944. 


This article points out that “one of the dis- 
tinct advantages of chain operation is that 
the accomplishments and results of the stores 
in the chain can be measured against each 
other.” Stores which do not belong to a group 
that exchanges figures “have no means of 
measuring their results in a comprehensive 
manner to find out when they are out of line 
right now and what to do about it.” 

The author, who is a leader in the move- 
ment among stores to exchange information, 
states that the group plan as operated by the 


30 year old Retail Interchange Association 
was developed to supply this deficiency. In 
addition, such a noncompetitive, informa- 
tional and statistical exchange among inde- 
pendent stores provides an advantage which 
chains do not have. The stores in the group 
are independently owned and reflect many 
policies and abilities of executives who are 
vitally concerned with the results because it 
is their own capital which they are risking. 
Exchange of information stirs up a spirit of 
friendly competition and provides a driving 
force of trying to equal some other store’s ex- 
ample inste:d of merely beating last year’s 
record. 

He lists the objectives of the plan as: 

1. To develop a method for exchanging 
and measuring weekly, monthly, and semi- 
annually the results of departments or 
phases of operation in independently owned 
retail stores to determine exactly where each 
store is out of line on its accomplishments. 

2. To provide for meetings from time to 
time at which the executives can discuss 
their problems and learn how to solve them 
effectively from the experience of others. 


14.7 Journal of Retailing, February, 1945. 
(Twentieth Anniversary Review Number.) 


With this issue, the Yournal of Retailing 
celebrates its 20th anniversary. The number 
is given over to digests of outstanding articles 
on general management, buying and mer- 
chandising, merchandise control, advertising 
and publicity, and personnel and salesman- 
ship that have appeared on its pages during 
the last two decades, making the issue es- 
pecially useful for reference purposes. 


14.8 Bureau of Foreign and Domestic Com- 
merce: Steps have recently been taken for 
expanding the sample coverage of the Bu- 
reau’s chain store sales series. The series at 
present represents 83 per cent of the field 
and includes all major chain trades. With the 
co-operation of the additional trades now 
being surveyed, this coverage will be stepped 
up to 90 per cent. The survey of new trades 
includes jewelry, household appliance, cigar, 
liquor, feed, and farm supply stores, fuel 
dealers, and filling stations. 
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In connection with the chain series, ex- 
ploratory work has been initiated toward 
undertaking a state breakdown for some of 
the more important chain trades in the in- 
dustry. These include grocery, variety, de- 
partment, and general merchandise. No 
factual data, however, are expected to be 
available on this basis for quite some time. 


15. TRANSPORTATION 
15.1 Bureau of Agricuitural Economics 


15.1.1 A report entitled The Use of Surplus 
Wear Cargo Planes to Transport Agricultural 
Perishables was published jointly by the 
Bureau of Agricultural Economics and the 
Edward S. Evans Transportation Research. 


15.1.2 A study of the volume of motor freight 
for selected agricultural commodities during 
1943 was made by the Bureau of Agri- 
cultural Economics. Estimates of the total 
tonnage of fresh fruits and vegetables, 
poultry and dairy products, and live- 
stock transported by motortruck were 
presented in the report, and the Bu- 
reau’s previously published estimates of the 
1941 and 1942 truck movements of these 
commodities were revised. Data for each 
commodity group were considered separately 
and comparisons were made in the trends of 
their movements by truck and rail during the 
3-year period. Estimates of long-distance 
movements and seasonality of movements by 
both truck and rail also were presented. The 
report was published in the January issue of 
The Marketing and Transportation Situation. 


15.2 Office of Marketing Services, War Food 
Administration: The first phase of tests to 
find out how damage to eggs and egg cases in 
shipment might be reduced began at Forest 
Products Laboratory in January 1945. Com- 
pression and “rough handling” tests simu- 
lating transportation conditions have been 
completed on several different makes of egg 
cases, fillers, flats, and commercial pads. An 
analysis of these tests, with respect to findings 
which will aid in reducing losses, is under 
way. 

Storage tests, studies on moisture-vapor 
resistance of fibreboard and studies on pack- 


ing methods are being made. Two transpor- 
tation tests to evaluate different methods of 
packing were also completed. One transpor- 
tation test on the nailing of covers of wooden 
egg cases at the center partition as compared 
with the non-nailing at the center partition 
has been finished. Transportation tests to 
verify laboratory findings and to study meth- 
ods of loading fibre and wooden egg cases in 
the same car are still to be undertaken. 

It is contemplated that, after a final report 
is made around June 1, these tests will con- 
tinue during 1945 in order to complete some 
of the phases not yet finished and to include 
new and varied attacks on such problems as 
the utility of fibre cases after removal from 
storage and the size of fillers and egg cases. 


16. WAREHOUSING 


16.1 The Bureau of Foreign and Domestic 
Commerce will soon release a new report, 
Streamlined Wholesale Grocery Warehouses. 
The report is based on a field study of such 
warehouses and describes their structural 
features as well as the techniques employed 
in them. 

This report supplements the existing in- 
formation on scientific material handling 
methods by providing data on these methods 
as they apply in the middleman field, where 
the ordinary problems are complicated by 
the need for breaking down mass-handling 
blocks of goods in the process of order pick- 
ing. While the manufacturer and transporter 
can handle his merchandise largely en 
masse, the wholesaler must also handle them 
case by case and in even less-than-case lots 
as he makes up the orders of his customers. 

The aims of the “‘streamliner” are to en- 
large the mass-handling operations and to 
restrict the number of case handlings. The re- 
port details the means to these ends that are 
being developed and used in leading wholesale 
grocery warehouses. 


17. WHOLESALING 


17.1 The Marketing and Research Service of 
Dun & Bradstreet, Inc., is conducting a fact- 
and-opinion survey of dry goods and apparel 
manufacturers, wholesalers, and retailers. The 
survey, sponsored by The Wholesale Dry 
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Goods Institute, Inc., is being made in order 
to determine what methods and policies in 
dry goods wholesaling will best meet the 
needs of the manufacturer and of the retailer. 
Personal interviews have been made with 600 
retailers, mailed questionnaires have been 
received from 400 wholesalers, and personal 
and mail interviews are planned for 500 man- 
ufacturers. The final report is scheduled for 
completion during the summer of 1945. 


18. FEDERAL, STATE, LOCAL REGULA- 
TION 


18.1 Some Observations on Rationing. 
Charles F. Phillips, The Fournal of 
Business of the University of Chicago, 
January, 1945. 


This article was written when Dr. Phillips 
was deputy administrator in charge of ra- 
tioning in the Office of Price Administration 
in Washington. It has a two-fold appeal, 
therefore, for it not only describes the philos- 
ophy and operation of the rationing program 
in the United States but also calls attention 
to and explains its strong and weak points as 
viewed by one long and intimately associated 
with the planning and execution of the pro- 
gram. 

The author points out that rationing in the 
United States “has been dictated solely by 
shortage conditions” whereas in England ra- 
tioning is initiated when commodities are 
scarce and when it is decided that a “‘de- 
liberate shortage should be created in an ef- 
fort to release manpower, raw materials, and 
equipment for use in other industries.” This 
difference, he believes, is fortunate for the 
United States, considering the costliness of 
rationing commodities. 

Dr. Phillips briefly calls attention not only 
to the dollar and manpower costs of those di- 
rectly engaged in carrying out the rationing 
program in the United States but also to the 
extremely high manpower costs borne by 
business and the general public. It is signifi- 
cant that the former deputy administrator 
observes that “any kindof program which re- 
quires such a substantial amount of man- 
power in time of war as rationing requires 
must present a very strong reason for its ex- 


istence. While it is widely agreed that some 
rationing is necessary, the costs of rationing 
in terms of manpower are so great that it 
should not be extended to additional com- 
modities without a careful weighing of the 
costs as compared with the probable results. 
The public can undergo a substantial incon- 
venience in order to avoid the costs of ration- 
ing.” 

In addition to a consideration of the costs 
of a rationing program, the author discusses 
the advisability of rationing durable goods, 
when to ration, the desirability of announc- 
ing the rationing program, the immediate 
impact of a rationing program on demand, 
the importance of, and the advantages and 
disadvantages of, the use of local boards in a 
nation-wide program of rationing, and the 
importance of establishing good public rela- 
tions and the means of effecting such rela- 
tions. 

The conclusions which Dr. Phillips believes 
the 30 month experience with rationing justi- 
fies are: 

1. ““Manpower costs of rationing are so 
great that a commodity should be well 
scrutinized before it is placed under ration- 
ing. 

2. “Durable goods, particularly those with 
active secondhand markets and with sup- 
plies available for rationing equal to a small 
part of the total supply in use, are not good 
candidates for rationing. 

3. “In wartime it is frequently difficult to 
forecast far in advance which commodities 
will need to be rationed. 

4. “The desirability of rationing a com- 
modity as soon as possible after a decision to 
ration has been made, frequently makes it 
impossible for the rationing authority to take 
the time required to produce a ‘perfect’ ra- 
tioning program. 

5. “Neither sprung nor preannounced ra- 
tioning programs are always best; which to 
use depends upon circumstances facing the 
rationing authority. 

6. “The immediate impact of a rationing 
program on demand is frequently to reduce 
demand below the level expected by the ra- 
tioning authority and even below that called 
for by the regulation. 
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7. “Much remains to be done both to and 
for the local rationing boards if they are to be 
integrated into a well-working local rationing 
organization. The rationing authority must 
secure a more adequate paid field personnel 
and organize it more effectively to supervise 
local boards; it is doubtful whether the local 
boards are effectively organized to handle ra- 
tioning programs which require (a) supple- 
mental rations and (b) a significant reduction 
in consumption. 

8. “Public relations of the rationing au- 
thority may be greatly improved by such 
measures as (a) improving local board opera- 
tion, (b) developing better communication 
channels to the trades and to the public, and 
(c) increasing the effectiveness of its enforce- 
ment activities.” 


21. PRICES AND PRICE POLICIES 


21.1 Price Control in the Postwar Period. 
Norman S. Buchanan. (New York: 
The Committee on International 
Economic Policy in co-operation with 
the Carnegie Endowment for Inter- 
national Peace, 1944, pp. 34.) 


Reconversion will not keep pace with the 
demand for civilian goods. The consequence 
will be a rise in prices if supply and demand 
are not controlled. The principal objection to 
a general inflationary price rise is that the 
rise is not of the same amplitude nor at the 
same rate for each individual price. The con- 
trol of prices, therefore, should be specific or 
selective rather than general or blanket. 

As an inflation control device, however, 
price control has limits, and it should be com- 
bined with suitable tax policies and other 
measures which will facilitate the production 
of goods and service. There is danger in 
price control being continued beyond its use- 
fulness or in transforming it into a method of 
establishing and enforcing codes of “fair 
business practice.” 


21.2 Relative Prices and Postwar Markets 
For Animal Food Products. Hans 
Staehle, The Quarterly Fournal of 
Economics, February, 1945. 


The author criticizes certain aspects of re- 


cent economic theorizing. He believes that 
“one of the most striking characteristics of 
recent economic thought is the extraordinary 
degree to which the influence of (real) income 
has come to be emphasized in connection 
with almost every problem” and that “the 
moment has come to put in a modest plea in 
favor of increased attention to the influence 
of relative prices.” 

Of particular concern to the author is the 
tendency by those who overlook the effect of 
changes in relative prices to presume to give 
so-called practical advice and to recommend 
economic policies. A critical survey of some 
recent postwar market predictions such as 
are presented in various publications of the 
Department of Commerce and the National 
Planning Association specifically illustrate 
the author’s point of view. He says, “‘without 
the example of the Keynesians, neither the 
Department of Commerce nor the National 
Planning Association would even have pro- 
ceeded, in their statistical work, to predict 
future market conditions in terms of es- 
sentially only one factor, admitting freely 
(as the Keynesians do) that other factors are 
at work, but making only verbal allowances 
for their influence. . . . Mere verbal warning 
that other influences may be at work will not 
do. Further investigation of their nature and 
influence is called for.” 

The 3d, 4th and sth sections of the article 
are devoted to a brief description and theo- 
retical explanation of a method for further 
investigation which the author recommends 
because it considers the influence of both real 
income and relative prices. He believes that 
“Gf it can be shown that relative prices are 
likely to play an important role in determin- 
ing postwar demands in one fairly sizable 
compartment of consumers’ expenditure, 
they will seem to have influence also in other 
compartments. Moreover, if they affect one 
sector, it is by no means certain that they 
will affect other sectors in such a way that 
their effects will ‘cancel out.’ There is every 
reason to believe that, if the parts are af- 
fected, the whole will also, at least in princi- 
ple.” 

The characteristic feature of the statistical 
method employed in this article consists in 
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the use of family budget data from which is 
obtained the individual function connecting 
consumption and income, while time series 
are utilized for consumption, retail price, in- 
come, the cost of living, and the cost of food. 

In sections 7, 8 and 9g the main animal 
products are studied, specifically meats, 
poultry, lard, butter, milk and eggs. Shown 
in some detail are the various adjustments 
that might be called forth by the change in a 
single important price or price group. 

The author concludes that the results 
should serve as a warning to all those who be- 
lieve that prices have lost all their signifi- 
cance. “Consumers, up to 1939 at least, still 
seem to have reacted to price change with 
quite obstinate consistency. And planners 
might as well realize that, to have a world in 
which they can work with impunity and in 
perfect infallibility, they must do away with 
free markets.” 


22. GENERAL MARKET STATISTICS 


22.1 Bureau of the Census 


22.1.1 Estimates of the number of families in 
the United States in May, 1944, are presented 
in a recent release of the Bureau of the 
Census (Series P-S, No. 3). These estimates 
indicate that the number of families has in- 
creased to a record total of 37 million—an 
increase of nearly 2 million families since 
April, 1940. Because of the tremendous num- 
ber of men now in the armed forces, the 
number of families with a civilian male head 
showed no change since 1940 and numbered 
29,510,000. All of the increase since 1940 
occurred in the number of families with a 
civilian female head, which increased to 
7,530,000 in May, 1944. 


22.1.2 The Bureau of the Census conducted 
a sample survey of housing characteristics and 
equipment in conjunction with the Monthly 
Report of the Labor Force for October, 1944. 
The sample survey covered 30,000 dwelling 
units in 68 areas comprising 123 counties and 
yielded significant totals for urban, rural- 
nonfarm and rural-farm homes in the United 
States as a whole. Results of the survey show 
the change since 1940 in characteristics of 


homes, such as number of rooms, toilet 
facilities, bathing, lighting, refrigeration, 
heating, and cooking equipment, as well as 
size of household and persons per room. 


22.1.3 A sample survey of consumer income in 
the year 1944 is to be conducted in conjunc- 
tion with the Monthly Report of the Labor 
Force for May, 1945. The survey will cover 
approximately 8,000 households in the 123 
counties. Statistics on the number of families 
at various income levels during the year 1944 
will be obtained. The results will indicate the 
amount of earnings from wages and salaries, 
self employment, farm operations, and from 
other sources of income such as interest, 
dividends, rent, dependency allotments and 
pensions. To a limited extent, it will be pos- 
sible to relate the amount of family income to 
type of family and to characteristics of the 
head of the family such as age, occupation, 
and major industrial group. 


22.2 Bureau of Labor Statistics: The Bureau 
has recently developed price indexes for con- 
struction machinery and general and auxiliary 
machinery. The index numbers cover the 
period from 1939 through 1944. The reports 
are based on information obtained from 71 
manufacturers of construction machinery 
located in the major producing areas of the 
country and representing approximately go 
per cent of the total shipments for the year 
1941, and from approximately 275 manu- 
facturers of general and auxiliary machinery. 

It is planned to maintain the series cur- 
rently and to issue the index numbers 
quarterly in the future. Complete reports 
containing detailed information on individual 
types of construction machinery and general 
and auxiliary machinery since 1939 are in 
process of preparation. 


22.3 Bureau of Agricultural Economics 


A minor Bureau project now nearing com- 
pletion is the compilation of a wholesale price 
index for farm food products. A serious defect 
in available wholesale price indexes has been 
their lack of comparability with indexes of 
prices paid by consumers at retail and prices 
received by farmers. Comparable indexes of 
retail prices and farm prices for farm food 
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products are provided by the retail cost and 
equivalent farm values series published by 
the Bureau in connection with estimates of 
price spreads between farmers and consum- 
ers. 

The new wholesale price index is deter- 
mined so as to be comparable with these two 
series. Wholesale prices used in this index are 
first adjusted to levels representing esti- 
mated average costs to retailer, thus avoid- 
ing the ambiguity in level of marketing from 
which most wholesale price indexes suffer. 


23. MARKET AREA STUDIES 


23.1 New Market Measurements of the 
Western States. Warwick S. Carpen- 
ter (New York: Sales Management, 


Inc. 1944, 15 pp.) 


This study points out the rapid growth 
made by the Pacific and Mountain States in 
population, manufacturing, and income. 
Growth along these lines has been greater 
than for the United States as a whole. One of 
the factors which has limited the growth of 
the West up to this time has been the lack of 
transportation, but the turning point in this 
matter has been reached and passed. 

War workers and relatives of service men 
now in the Pacific States will return home 
following the war and there will be a marked 
population shrinkage from this cause. If the 
1950 population is to reach the level antici- 
pated for it before the war, it will be neces- 
sary to again make appeals to tourists and to 
encourage colonization. 


23.2 New Marketing Opportunities I See 
Developing in the South. Paul W. 
Chapman. Sales Management, March 
15, 1945. 

Dean Chapman states that progress in the 
rural South has been very great during the 
past ten years and that it will go forward 
much more rapidly in the future if the United 
States has anything like full-scale employ- 
ment. There will be more paved roads, more 
airplanes and airports, more rural electrifica- 
tion, more refrigeration, increased need of 
power and machinery, increased need for 
farm buildings and equipment, larger farms, 


expansion of livestock production, provision 
of better marketing facilities, and develop- 
ment of small industry to supply the local 
needs, to use local materials and resources, 
and to process farm products and provide 
services for farm families. 

The author’s opinion as to the extent of 
the development in each of the ten fields of 
expansion is based upon: (1) a recent statis- 
tical analysis of Southern agriculture and 
industry; (2) contacts with the postwar plan- 
ning and development committees and agen- 
cies at work in the South, and (3) personal 
observation. 


24. RESEARCH TECHNIQUE 


24.1 How Can Business Analyze Its Mar- 
kets? Louis J. Paradiso, Survey of 
Current Business, Mardh, 1945. 


This article describes a method of market- 
ing analysis which the businessman can ap- 
ply to his own particular industry or firm. 
The businessman needs little or no technical 
background to use the methods illustrated. 
With a knowledge of this technique, he will 
have on hand a ready tool for judging very 
quickly the effect of major economic forces 
such as consumer income, the gross national 
product, and national income, on his sales, 
profits, costs and other factors pertaining to 
his business. 

The method described and illustrated is 
that of correlation analysis. This is simply a 
procedure for summarizing the experience of 
the past for the purpose of arriving at a state- 
ment of its implications for the future. 

Three examples were selected to illustrate 
the method because each presents a different 
problem and together they are representative 
of three major types of commodities. They 
are: (1) sales of retail jewelry stores, (2) pa- 
per production in the United States, and (3) 
demand for West Coast lumber. 


24.2 Bureau of Foreign and Domestic Com- 
merce: An article soon to be published in the 
Survey of Current Business demonstrates a 
method for analyzing markets and apprais- 
ing postwar prospects on a state basis, and 
discusses the techniques employed, the re- 
lationship and importance of the general 
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factors used as basic guides, and the value of 
market analysis in connection with retail 
trade. 

The analysis employs retail sales data for 
the state of Michigan for the years 1929, 
1933, and 1935 to 1944 inclusive. Michigan 
state sales for other than Census years have 
been recently estimated by the Bureau on a 
total sales basis and initial publication of the 
figures will appear in this article. 


24.3 Testing the Pulling Power of Advertise- 
ments by the Split-Run Copy Meth- 
od. Joseph Zubin and John G. 
Peatman, Fournal of Applied Psy- 
chology, February, 1945. 


This article describes an interesting statis- 
tical treatment of measurements of the pull- 
ing power of advertisements. Simple formulae 
which are modifications of the basic Chi- 
square formulae for equal contrasted groups 
are used. In addition, and due to the fact 
that usually there is no precise information 
regarding the actual size of the number of 
readers of the advertisements who are poten- 
tial buyers of the article advertised, the au- 
thors present three nomographs which can be 
used for any situation in which a comparison 
is made between the number of replies for 
two equal contrasted groups. Nomograph I 
is to be used when the number of replies is 
small, whereas Nomographs IIA and IIB are 
to be used when the number of replies is large 
(higher than Io per cent of the total sample). 
The use of the nomographs eliminates com- 
putation by making it possible to determine 
the significance of the results directly from 
the raw material. 

The authors have taken a big step in the 
direction of providing a precise measure of 
the effectiveness of advertising. However, 
their warning that certain assumptions must 
be made before this statistical method be- 
comes applicable calls attention to the lim- 
ited use of such a method. It is necessary to 
assume: 

1. That the two copies of the advertise- 
ment have been so distributed among two 
groups of readers that these groups consti- 
tute random samples of the population under 
examination. 


2. That the two groups contain an equal 
number of potential buyers of the products. 
3. That a valid estimate of the maximum 


size of the sample of potential buyers is avail- 
able. 


24.4 Don’t Look Down Your Nose At 
Mail Questionnaires. R. H. Colley, 
Printer’s Ink, March 16, 1945. 


Mr. Colley gives refreshing evidence, based 
largely on 50 recent surveys made for the 
Appliance and Merchandise Department of 
the General Electric Company, that mail 
questionnaires can be made to give highly 
satisfactory results. He admits that certain 
types of research are not suitable for mail 
surveys. But certain current objections to 
mail questionnaires have little actual sub- 
stance when these questionnaires are used in 
their appropriate sphere and sound tech- 
niques are employed. 

Figures cited from his own surveys show 
the returns from mail questionnaires to be as 
representative as the results from personal 
interview surveys. While the author agrees 
that only the interested people return mail 
questionnaires, he maintains that this is not 
a shortcoming “‘but negligence on the part of 
the researcher who fails to recognize and 
compensate for this factor.” In fact, Mr. 
Colley contends that, in the consumer-pref- 
erence type of survey, interest is one of the 
chief virtues of the mail questionnaire. 
Moreover, the mail questionnaire can be an- 
swered at leisure, in contrast to the personal 
interview made on the doorstep, and as a 
rule it costs considerably less than personal 
interview methods—very decidedly so for 
reaching scattered, inaccessible people. 


24.5 Who Answers Mail Questionnaires? 
(Time, Inc., Research Report 929, 


March 15, 1945, Pp. 4-) 


A series of four questionnaires was sent to 
a group of 1,000 Time subscribers at different 
times in order to determine 1. whether the 
same persons reply each time, and 2. if dif- 
ferent persons reply, how many will reply to 
only one mailing, to two, three, or all four. 

The results indicate that in the upper eco- 
nomic levels at least, most people answer 
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mail questionnaires, but that different per- 
sons answer at different times. Results also 
show that the members of each group of re- 
pliers are distributed geographically in al- 
most exactly the same pattern as the original 
list. Differences in the number of replies by 
type of mailing and by subject of question 
are shown, as well as an interesting compari- 
son of actual and “probable” (the computed 
number who might be expected to answer if 
no psychological biases are present) multiple 
repliers. 

Two larger and more exhaustive studies of 
mail samples are now in process under the di- 
rection of Dr. Lazarsfeld and Dr. Franzen. 


25. WAR—GENERAL 


25.1 Management Tackles Postwar Distri- 
bution. Arthur A. Hood, Advanced 
Management, January-March, 1945. 


The author of this article sets as the goal 
for postwar distribution such simple things 
as “continuously selling at a profit into ulti- 
mate consumption or use the full product of 
optimum employment, . . . also the preven- 
tion of uneconomic inventory accumulations 
in producers’, wholesalers’ and retailers’ 
warehouses.” ““The logistics of peace is bring- 
ing sufficient consumers’ purchasing dollars 
back to the point of production to provide 
continuous optimum employment.” 

It is pointed out that the postwar environ- 
ment will differ in important respects from 
anything we have had before. The differences 
include such things as new emphasis on gov- 
ernmental controls, our commitment to full 
employment, our increased productive ca- 
pacity and consumer purchasing power. In 
typical “management” fashion the author 
then sets Nine Special Problems, Nine Sug- 
gested Techniques for Action, and Thirty 
Steps in Overhauling and Rebuilding a Dis- 
tribution Structure. Of course the statement 
of problems and the blueprint for action will 
not exactly fit every case, but any sales man- 
ager will find food for thought in Mr. Hood’s 
discussion. 


25.2 A business opinion poll on prospective 
postwar changes in merchandising was recent- 


ly completed by the Marketing and Research 
Service of Dun & Bradstreet, Inc. By means 
of a questionnaire, the company asked 
170,000 business concerns (mostly manu- 
facturers and wholesalers) the following 
questions: “Are you planning to: (1) Manu- 
facture or wholesale new products or lines? 
(2) Sell new classes of customers? (3) Expand 
or contract your sales territory? (4) Use new 
methods or channels of distribution? Do you 
contemplate any other fundamental change 
in the operation of your business?” 

Of the 28,000 replies, more than 22,000 
from manufacturers and wholesalers were 
usable. These have been tabulated separately 
for manufacturers and for wholesalers by size 
of concern, by industries and trades, and by 
geographic regions. The results are sum- 
marized and commented on in an article in 
the June issue of Dun’s Review. Reprints are 
available. 


25.3 Shall Postwar Markets for Cotton 
Textiles Expand or Contract? (New 
York: The Association of Cotton 
Textile Merchants of New York, 


1944, Pp. 23-) 


Cotton merchants and manufacturers rec- 
ognize that competition between cotton and 
other fibers in the postwar period will be in- 
tense. In addition, foreign cotton will bea 
powerful competitor of American cotton in 
world markets. 

The pamphlet considers some of the fac- 
tors which will affect the merchandising and 
distribution of raw cotton after the war and 
draws some none too optimistic conclusions. 
Some of the methods which have been used 
to improve the market for American raw cot- 
ton are criticized. 

The situation of the cotton manufacturing 
industry is discussed, the competitors of cot- 
ton are briefly examined, and conclusions are 
drawn for the cotton textile industry. It is 
concluded that export subsidies whether on 
raw cotton or cotton textiles would appear 
untenable, the cost of producing cotton must 
be reduced, and the advancement of mer- 
chandising techniques must be fostered. Tar- 
iff barriers must not be lowered, and serious 
consideration must be given to protecting the 
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gain made by cotton from the wartime scar- 
city of imported low-priced bag and cordage 
materials. 


25.4 Realistic Thoughts on Postwar National 
Income. L. D. H. Weld, Printer’s 
Ink, January 26, 1945. 


This article calls attention to some per- 
tinent facts that should be considered in es- 
timating postwar incomes, and that should 
be taken into account by business corpora- 
tions in planning postwar activities. The par- 
ticular contribution is its realistic question- 
ing of the widely accepted belief that postwar 
income will be high enough, and that people 
will spend enough, to keep a high level of em- 
ployment and prevent a postwar depression. 

The author summarizes his principal points 
as follows: 

1. After the war, our economy will go toa 
higher level than it has ever reached before. 
How much higher nobody knows. Most of 
the estimates of national income for the first 
year or two after this war appear to be on the 
high side. 

2. This conclusion is borne out by the fact 
that Government war expenditures have 
played a very great part in increasing na- 
tional income. 

3. Indications are that wartime savings 
will not lead to any such postwar spending 
spree as most people are counting on. 

4. The important question is, whatever 
national income is reached in any one year 
after the war, how are we going to maintain 
the level reached? American business psy- 
chology leads us to go too far while the going 
is good, and government curbs are resented. 
The difficulties attached to stabilization are 
enormous. No practical solution has been 
advanced. Although we should be working on 
alleviation of unemployment as a business 
man’s problem, we should also be trying to 
teach the American people that the private 
enterprise system leads to the greatest prog- 
ress and the highest standard of living in the 
long run, in spite of recurrent periods of un- 
employment. 

5. Although we must convert to a peace- 
time basis as rapidly as possible, in order to 
give jobs to returning servicemen and to 


those engaged in war industries, those busi- 
ness concerns that follow a conservative pol- 
icy after the war will suffer less when the in- 
evitable slump comes, and will be in a 
stronger position in the long run. 


25.5 Business Education After the War. 
Robert D. Calkins, The Yournal of 
Business of the University of Chicago, 
January, 1945. 


This timely article written by the Dean of 
the School of Business at Columbia Univer- 
sity will challenge the educator as well as the 
business man. Dean Calkins points the way 
for the coming of age of the school of busi- 
ness. 

The author believes that, with future un- 
precedented enrollments, business education 
is on the verge of an era of great potential de- 
velopment which can be achieved only if we 
clarify and define the ultimate educational 
function of schools of business. That function 
must be compatible with the basic purposes 
of university education and it must therefore 
be defined sufficiently broadly as to endure 
for centuries regardless of political and eco- 
nomic change. “Such a central and enduring 
function is to educate men and women to di- 
rect, manage, and conduct economic affairs 
in whatever economic system exists.” 

The Dean points out that no other depart- 
ment in the universities of today claims this 
educational function. At present schools of 
business have cultivated but a portion of the 
field and they should develop the rest. That 
enlargement of scope will clarify the respon- 
sibilities of the schools in training students 
for public enterprises and for economic ad- 
ministration in government agencies. The 
author believes that it will also reveal the ba- 
sis on which departments of economics and 
schools of business may co-operate. 

The postwar influx of veterans and war 
workers to schools and colleges will present 
many educational problems. Schools of busi- 
ness, together with all other departments, 
will be seriously taxed to deal properly with 
the variety of cases likely to arise. Dean 
Calkins believes that although the difficulties 
are great, the “obligation is an opportunity.” 
He suggests the following measures, some of 
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which (such as No. 5) may not be widely sup- 
ported by educators: 


1. Organize short intensive refresher 
courses for those who wish such courses 
while seeking employment and for 
those who wish to resume their studies 
at the beginning of the next regular 
term. 

2. Provide special advisors to consult 
with veterans and war workers regard- 
ing careers and fields of study. 

3. When appropriate, offer special courses 
or sections of courses for mature 
veterans and war workers taking ele- 
mentary subjects, so as to afford more 
mature treatment. 

4. Offer special privileges and personal 
guidance in the selection of proper se- 
lective subjects. 

5. In order that qualified veterans and 
war workers may proceed more quickly 
to their professional instruction, un- 
dergraduate schools admitting Juniors 
and Seniors may need to reduce tem- 
porarily their admission requirements, 
These requirements need not be waived 
but merely postponed, to be com- 
pleted along with business subjects be- 
fore graduation. 

6. Graduate schools may need to provide 
special curricula and greater flexibility 
in admission or course requirements. 

7. Organize short institutes and confer- 
ences and extend services of placement 
facilities to alumni. 

8. Offer to students inspired by overseas 
service to seek instruction for foreign 
service, business abroad or foreign 
trade, especially designed curricula. 

g. Combination programs of business 
and engineering will be needed by stu- 
dents returning to engineering schools 
with the intention of going into busi- 
ness. “Courses in manufacturing and 
industrial management will occupy an 
important place in such programs, but 
accounting, finance, labor relations, 
marketing, and business economics 
will be no less important. Because of 
the great need, I should hope that we 
might develop for such students first 


rate courses dealing with the para- 
mount problem of business fluctua- 
tions and public policy.” 

10. In the field of commercial education 
considerable change will need to be ef- 
fected, especially for men who have 
served as instructors in military serv- 
ice. New fields could be opened up and 
arrangements might be worked out 
with business whereby instruction 
could be provided for in-service train- 
ing programs. 

11. Students who desire to elect certain 
courses in business should be either ac- 
cepted in regular courses or given 
special service courses. “Certainly we 
should not let departmental lines be- 
come commercial barriers.” 

12. Curricula should be prepared in gen- 
eral business designed for the student 
who seeks to be an independent busi- 
ness man operating his own enter- 
prise. We must guard against training 
students exclusively for established 
enterprises ... we shall neglect a 
major responsibility if we do not 
qualify students to launch and operate 
new businesses and to shape appro- 
priate public policies.” 


26. MISCELLANEOUS 


26.1 Sixteenth Boston Conference on Dis- 
tribution. (Boston: Retail Trade 
Board, Boston Chamber of Com- 
merce, 1944, pp. 106.) 


The proceedings of the 1944 conference 
contain so much of interest to marketing men 
whose eyes are turned to the immediate fu- 
ture that any selective treatment, by its 
necessary omissions, does some injustice to 
the volume. Professor Nystrom high-spots 
the likely postwar changes in distribution, 
his discussion being oriented to a postwar 
retail volume in excess of $80 billion a year. 
Howard H. McClure, of the Department of 
Commerce, explains the plans for the coming 
Census and what is being done to make it 
more valuable than ever. Marvin Bower 
sets forth an interesting point of view re- 
specting distribution costs, namely “Inte- 
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grated Cost Reduction,” which is simply the 
over-all, company-wide cost and profit ap- 
proach directed toward larger volume, lower 
prices, and higher profits. 

Donald M. Hobart summarizes the results 
of the Curtis Publishing Company’s survey 
made to discover what sort of design of living 
the farmers are looking forward to after the 
war. His comments are illustrated with 8 
pages of graphs. Dr. Reavis Cox portrays a 
broader aspect of what may be termed “‘de- 
sign of living” with his presentation of esti- 
mates of consumers’ investment in durable 
goods. 

Also pointing their major remarks to the 
postwar era, T. G. MacGowan states that 
the greatest need is for (1) creative product 
development, (2) creative distribution, and 
(3) cost reduction; Amos E. Taylor, Director, 
Bureau of Foreign and Domestic Commerce, 
emphasizes the necessity for cultivating in- 
ternational trade, which “must be a two-way 
process”; and Dr. Julius Hirsch states, “the 
best we can hope for after the first postwar 
replenishment is a national net income of 
between $100 and $108 billion,” with de- 
flation, and not inflation, as the great post- 
war danger. 

In all, the volume contains addresses on 
22 significant distribution problems. 


26.2 Forecasting the National Product. Stan- 
ley Lebergott, American Economic 
Review, March, 1945. 


This is an attempt to take the data on 
national income for the period between the 
wars and find some relationship which may 
be extrapolated so as to forecast national 
product in a short-time future. Profits and 
federal expenditures, properly weighted and 
lagged, appear to the author to give statisti- 
cally safe predictions of national income for 
six-month periods. Market analysts who are 
interested in an over-all forecast for such a 
period will find much to think about in this 
article. 


26.3 Standards and Content of Living. J. S. 
Davis, American Economic Review, 
March, 1945. 


A presidential address prepared for de- 


livery at the 57th annual meeting of the 
American Economic Association, February, 
1945. Distinction is drawn between consump- 
tion and living, and also between standard, 
plane, and Jevel. The article points the finger 
of caution against some of the uses of con- 
sumption data for comparison between dates 
and between places. Studies of markets, as 
well as studies of wages, frequently have 
been of questionable accuracy because of the 
use of several concepts interchangeably. 
Many pertinent problems in market analysis 
are suggested, although not by that name. 

Finally, Dr. Davis presents a statement of 
faith: “Improving planes and content of 
living, with due respect to varied needs and 
preferences, is an eminently practical and 
wholesome over-all objective of individual 
ambition and of national and international 
policy.” Marketing men may well ask how 
much of the task will be completed through 
individual ambition and how much through 
various forms of public policy. 


26.4 The Economics of Public Measures to 
Subsidize Food Consumption. Her- 
man M. Southworth, Yournal of 
Farm Economics, February, 1945. 


This article accepts three axioms as a 
starting point, namely: (1) Food production 
is materially above prewar; (2) There will be 
some postwar decline in the demand for food; 
(3) The government is legally obligated to 
maintain prices of many food products at 90 
per cent of parity for at least two years after 
the war. 

These conditions call inevitably for sub- 
sidy in some form. There is a growing feeling, 
however, even in the Department of Agri- 
culture which is the farmers’ friend, that 
whatever subsidies are used should con- 
tribute to better nutrition of the consumers 
as well as to better income for the farmers. 
Several types of subsidies are discussed with 
these objectives in mind. It is pointed out 
that the various objectives may diverge in 
some cases (in which case it is likely that 
production rather than consumption will be 
favored). 

Although the author is on the staff of the 
War Food Administration and thus has had 
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opportunity to see at first hand the data on 
which present food programs are based, he 
closes his article with the statement that for 
intelligent administration of a concrete pro- 
gram much more data will be required than 
are now available. One can but wonder how 
and by whom it will be brought together, 
analyzed, and converted into a definitive 
program. 


26.5 Bureau of Labor Statistics 


26.5.1 Wage Statistics: The work and wage 
experience of selected groups of individual 
workers will be studied during the remainder 
of the war and the reconversion period. The 
purpose of the study is to determine wage 
trends and readjustments in occupation, in- 
dustry, and location among dislocated war 
workers and demobilized military personnel. 

Information is obtained directly from the 
individual worker through periodic reports. 
It describes the worker, his education, his 
training for a vocation, his principal indus- 
trial experiences, wages received, jobs held, 
changes in jobs, reasons for such changes, 
unemployment experiences, and migration 
to obtain new jobs. Samples for study are 
drawn from all parts of the country and a 
variety of industries and situations illustrat- 
ing different types of problems. 

Periodic reports based on the experience 
of the several groups of workers will be pub- 
lished, and these reports eventually will form 
the basis for an integrated analysis and re- 
port from which general conclusions may be 
drawn. 

Industry wage rate studies envisage the 
annual collection and analysis of data on 
occupational wage rates and related subjects 
in manufacturing and non-manufacturing 
industries that are important in terms of 
number of workers, the probability of em- 
ployment opportunity in view of postwar 
expansion, and/or the extent of collective 
bargaining activity. 

The method of sampling not only provides 
a representative cross section of industry 
wage structure as a whole but also yields 
significant economic regional groupings of 
data to show regional variations in earnings. 
For several industries a balanced local pic- 


ture of wage rates for the larger individual 
cities will be available as well. 

The studies will also furnish information 
designed to throw light on prevailing condi- 
tions of work, including such subjects as 
vacations and sick leave with pay, length of 
workweek, rest periods, overtime and shift 
differential pay, cost of living and other wage 
bonuses, and insurance and pension benefits. 
The program includes publication of the re- 
sults of each industry study. 


26.5.2 Spendable Earnings of Shipyard 
Workers: A study of the net earnings of ship- 
yard workers during one week in October 
1944 for taxes, union dues, insurance, bonds, 
and other deductions. The data are based on 
detailed pay rolls submitted to the Bureau 
by private shipyards with federal contracts. 
Approximately 75 yards and a sample of 
from 35,000 to 50,000 workers will be repre- 
sented and the results will be weighted to 
obtain averages for the industry. A summary 
analysis to appear in a future issue of the 
Monthly Labor Review will provide average 
weekly spendable earnings of workers by 
region, occupation, and within-grade class. 


26.5.3 Airframe Production: Basic statistics 
covering the airframe production program 
from 1940 through 1944 are currently being 
prepared in co-operation with the Air Tech- 
nical Service Command of Wright Field in 
Dayton, Ohio. The data relate specifically to 
man-hour costs per plane, the total number 
of man-hours expended by model of plane 
in each plant, and as a total for each plant, 
and floor space in use. Information by plant 
will not be released except to authorized of- 
ficials, but summaries of the detailed in- 
formation will be prepared and presented in 
the form of an article. It is expected that the 
summaries will provide an indication of the 
trend of productivity in the airframe indus- 
try over the $-year period. 


26.5.4 Construction: The Bureau of Labor 
Statistics announces the expansion and re- 
organization of its former monthly bulletin, 
Building Construction, into a monthly peri- 
odical, Construction, the first issue of which 
appeared in January. The journal provides a 
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current summary of construction employ- 
ment, pay rolls, and expenditures; hours and 
earnings of workers on private building con- 
struction and on federal construction; the 
valuation of urban building by locality; the 
number of urban dwelling units started; 
federal construction volume; and wholesale 
and retail building materials prices. 

In addition, the bulletin features one or 
more articles of general interest each month. 
Feature articles appearing thus far include 
“The Employment Potential of the Bureau 
of Reclamation Project Inventory for Post- 
war Construction,” “The Role of Residential 
Construction in Creating Employment,” and 
“The Effects of Five Years of War on Prices 
of Building Materials.” Future issues will 
show the on-site and off-site employment to 
be created by approved programs of such 
public works as highways; schools; river, 
harbor, and flood control. 

There will be a semi-annual review of state 
legislation for public construction and many 
other features of interest to all members of 
the industry as well as others who are watch- 
ing trends in construction from the stand- 
point of their social-economic effects. Those 
wishing to be placed on the mailing list for 
receiving Construction, which is distributed 
free, should communicate with the Bureau 
of Labor -Statistics of the United States 
Department of Labor. 


26.5.5 Federal Construction During the War: 
A report is in preparation that will present 
the volume and characteristics of federal 
construction from 1940 through the first 
quarter of 1945. Federal construction em- 
ployment and the volume of federally 
financed construction contracts will be shown 
by state and type of project. Other informa- 
tion will include the monthly amount of 
federal expenditures for construction over 
the period, the types and methods of 
financing, and the introduction and develop- 
ment of priorities regulations. Analysis of 
the data will appear in an article in the 
Monthly Labor Review. 


26.5.6 Labor Requirements in War Housing 
Construction: A survey is being made, in co- 


operation with the National Housing Agency, 
of 1§ prefabricated housing projects, 8 or 
more projects of conventional housing, and 
one project involving the relocation of pre- 
fabricated housing. It is expected that the 
study will provide more specific information 
than has hitherto been available concerning: 
(1) the labor patterns, by occupation and 
wage rate, and the number of man-hours re- 
quired in the erection of prefabricated units, 
the factory production of prefabricated units, 
and the erection of conventional units; (2) 
the weekly hours, weekly earnings, and 
hourly earnings of construction workers, 
by occupation, for erection of prefabricated 
and conventional dwelling units and for pre- 
fabrication in the plant; (3) the materials 
used and the estimated off-site labor required 
for the production, transportation, and dis- 
tribution (per dwelling unit, per square foot, 
and per cubic foot) of prefabricated and of 
conventional units; and (4) the duration of 
employment and individual dollar earnings 
for individual workers, by degree of skill, in 
erection of 3 selected housing projects. The 
results will be summarized in an article to 
appear in the Monthly Labor Review. 


26.6 The Federal Reserve System in War- 
time. Anna Youngman. (New York: 
National Bureau of Economic Re- 


search, 1945, pp. 67.) 


The functions of the Federal Reserve 
System in wartime, the problems of provid- 
ing member bank reserves, special problems 
resulting from war financing, and the 
legacies of war finance are surveyed in this 
study. 

The functions of the Federal Reserve 
System during the war have been to provide 
reserves and currency, to stabilize the 
government securities market, to control the 
volume of bank credit in furtherance of the 
war effort, and to act as the fiscal agent for 
the Government. The need for additional 
reserves has been caused more by the in- 
crease in money in circulation than by the 
banks expanding their deposits as a result of 
purchasing government securities. 

The legacies of war finance are a large in- 
crease in the amount of money in circulation, 
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in bank deposits, and in the public debt held 
by the banks. Once deposits have been 
generated by the Federal Reserve System 
and the funds spent, there is no control over 
their subsequent utilization except by such 
insufficient methods as controlling instalment 
credit and stock exchange operations. The 
situation is further aggravated by the 
Government increasing the purchasing power 
in the hands of the public through its borrow- 
ing activities. Price advances resulting from 
this condition can be stopped only by a suf- 


ficient increase in the volume of goods and 
services made available for consumption. 

During the three decades of its existence, 
the Federal Reserve System has had to 
adapt itself to a rapidly changing and widely 
fluctuating economy. It will be necessary 
for it to continue to do so if it is to accom- 
plish its expressed object of maintaining 
“conditions favorable for an active and sound 
use of the country’s productive facilities, full 
employment, and a rate of consumption re- 
flecting widely diffused well-being.” 
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A.Luminum, by Nathanael H. Engle, Homer 
E. Gregory, and Robert Mosse. (Chicago: 


Richard D. Irwin, 1944. Pp. xxx, 494. 
$6.00.) 


At no time in our history has so much re- 
search been carried on with a view to intel- 
ligent planning of our future economic exist- 
ence. In portraying the aluminum industry 
as it will be when the war ends and in pre- 
senting the background necessary for a clear 
comprehension of the problem, the authors 
of Aluminum have not only provided a guide 
for businessmen and government officials in 
deciding future policies in this area but have 
also set a pattern which might well be fol- 
lowed in analyzing other industries. 

The first part of the book is an analysis of 
the factors of production. Two conclusions 
are reached: that there is an abundance of 
bauxite reserves; and that the reserves are 
not abundant in the major producing na- 
tions. Possible realignment of reserves of the 
basic raw material may result if methods of 
extraction of alumina from alunite and clays 
are perfected. Labor problems will plague the 
industry because of the tremendous cut-back 
in production which must necessarily follow 
the end of the war. Capital and management 
will also battle for position in the postwar 
period. Alcoa no longer is in a monopolistic 


by Harry Deane Wolfe 

by Hugh G. Wales 

by E. J. Sheppard 

by Howard Whipple Green. 
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by H. W. Hepner 


position. The place of such firms as the 
Reynolds Metals Company, the Olin Corpo- 
ration, and the disposition of the Defense 
Plant Corporation holdings must be reckoned 
with. 

The status of aluminum in our economic 
structure as compared with other materials, 
together with an analysis of relative costs of 
production, is presented in the second part 
of the book. Regional costs of production 
vary in the United States from approximate- 
ly 103 cents per pound in the Pacific North- 
west to 123 cents in California. 

The third part of this work deals with the 
potential market for aluminum. It is pointed 
out that the data represent the best available 
cross-section of expert opinion on the subject 
but are not to be taken as definitive measures 
of the aluminum market after the war. The 
automotive, railway, aircraft, construction, 
and general industrial markets are analyzed 
in detail. In each case, the nature of the de- 
mand for aluminum with regard to elasticity 
is indicated by the consumption estimated 
at 15 cents per pound and at 10 cents. Over- 
all consumption based on a survey of 135 
consuming companies is shown to be ap- 
proximately 1.5 billion pounds at 15 cents 
and 1.9 billion pounds at Io cents. 

As we are undoubtedly entering an age of 
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wider use of light metals, special considera- 
tion is given magnesium as a possible com- 
petitor of aluminum. Capacity to produce 
magnesium has expanded a hundred-fold 
within the war period. Although somewhat 
higher in price than aluminum, on a volume 
basis magnesium is cheaper because it is 
about one-third lighter. Certain difficulties 
and prejudices must be overcome, however, 
before we can look forward to its use on a 
wide scale. 

In the section devoted to recommendations 
for public policy, the authors outline a pro- 
gram for allocation of world bauxite produc- 
tion. Implementation of Article IV of the 
Atlantic Charter, with slight modification, 
would solve the world bauxite problem with 
equity. A permanent international bauxite 
allocation board is recommended which 
would be charged with working out detailed 
plans for production and distribution of 
bauxite and aluminum. This board would 
constantly check through detailed reports 
the operation of the plan and sit to hear re- 
quests for revision of quotas for any country. 
Appeals from its decisions would be made to 
an international court. Tables are presented 
to show possible allocations based on require- 
ments of the various countries and the known 
reserves of bauxite. 

As for the United States, the authors be- 
lieve that some of our existing plants must be 
dismantled, some must be retained as stand- 
by plants to be operated only in times of 
national peril, some must be disposed of by 
the Government to the highest bidder or 
leased to responsible operators. Only when 
the Government has established a definite 
policy along these lines can the aluminum 
industry in the United States expect to 
operate effectively after the war. 

From the preview of findings through the 
appendix, this book gives evidence of de- 
tailed research and scholarly preparation. It 
should be of special interest to all industrial 
executives and those in Government plan- 
ning. Teachers will find in it valuable illus- 
trative materials for discussion of an indus- 
trial market. 


AREND E. Boer 
University of Pittsburgh 


Tue Economic Imp.ications oF CONSUMER 
PLANT AND Equipment, by Reavis Cox 
and Ralph F. Breyer. (Washington: Re- 
tail Credit Institute of America, 1944. 
Pp. 71.) 

The authors attempt to measure the 
“capital” American consumers have ac- 
cumulated in the form of durable and semi- 
durable goods. Such goods constitute the 
consumer plant and equipment; the estimate 
of this stock is the quantitative portion of 
the study. In the qualitative portion is 
examined the economic significance of the 
capital accumulation relative to the standard 
of living, and relative to the accumulation, 
maintenance, and enlargement of the stock 
of such goods. Very properly the part instal- 
ment credit plays in both the acquisition 
and maintenance of the stock of durable and 
semi-durable goods in the hands of con- 
sumers is also considered. 

The quantitative analysis represents a 
significant contribution. It has long been ac- 
cepted that the accumulation of a larger 
stock of durable and semi-durable consumer 
goods, yielding a continuing flow of satisfac- 
tions, has been an important development. 
Here for the first time we have a measure of 
the amount. Although, as with any such esti- 
mate, there are many opportunities to ques- 
tion the statistical techniques, this method 
stands up well under examination. Further, 
it is a method which, as it is continued, will 
keep us informed currently as to changes. 
It is to be hoped that periodic estimates will 
be made in order to review changes in the 
quantity of consumer plant and equipment; 
for it is the changes which are of significance 
rather than three-place accuracy of the 
totals. 

While the authors make much of the point 
that the accumulation of a stock of consumer 
durable goods is a neglected factor in the 
analysis of instalment buying, their analysis 
of the economic effect of accumulation adds 
little that is new. The reader who is already 
acquainted with the literature of instalment 
credit will accordingly be chiefly interested 
in the quantitative analysis. 

H. W. Hvecy 

University of Illinois 
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Foop REGULATION AND ComPLIANCE, by 
Arthur D. Herrick. (New York: Revere 
Publishing Company, 1945. Pp. 646. 
$10.00.) 


This book deals largely with problems of 
compliance with food regulations under the 
Federal Food, Drug, and Cosmetics Act, and 
the Wheeler-Lea amendment to the Federal 
Trade Commission Act, though other legisla- 
tion with its applications is occasionally 
brought in. 

The author’s objective was, to use his own 
words, “to present the legislation affecting 
foods and their marketing comprehensively 
and in such a manner as to enable the pro- 
ducer and distributor to understand and to 
apply these statutory requirements to his 
particular products. With this purpose in 
view, every effort has been made to explain 
the law in terms with which the reader is 
familiar; thus innumerable illustrations are 
set forth. . . . Moreover, in recognition of the 
fact that the field of food regulation is so 
vast in scope that it is impossible to answer 
explicitly every question that may arise, the 
principles underlying the application and 
interpretation of the various statutes have 
been carefully analyzed in order that the 
reader may reach the correct conclusion re- 
garding his particular problems” (pp. v—vi). 

Mr. Herrick begins witha short chapter on 
Early Legislation and follows with a chapter 
on Current Legislation in which he discusses 
briefly the efforts to amend the Act of 1906, 
makes some comparisons of the Acts of 1906 
and 1938, and then surveys a fairly compre- 
hensive list of other Federal food statutes 
ranging from the Federal Meat Inspection 
Act to the Standard Container Act of 1928. 

The remaining twenty chapters deal with 
a variety of aspects of food regulation which 
will interest marketing teachers, food in- 
spectors, lawyers, and, above all, processors 
and distributors of food products. The range 
of the topics is best indicated by listing the 
chapter headings: Foods Subject to Regula- 
tion, Misbranded Food Products, Labels and 
Labeling, False and Misleading Representa- 
tions (two chapters), Food in Package Form, 
Name and Address of Sponsor, Net Contents 
of Package, Imitations and Fraudulent 


Products, Food Standards and Definitions, 
Food Grade Standards (including lists of 
grade standards issued), Violation of Food 
Standards, Unstandardized Food Products, 
Common or Usual Name, Statement of 
Ingredients, Special Dietary Foods, Chemi- 
cal Preservatives, Artificial Flavoring and 
Artificial Coloring, Label Display and 
Prominence, Deceptive Packaging of Foods, 
and Labeling Exemptions. 

The book is written in readable, non- 
legalistic style and lacks the elaborate legal 
citations so often used in books written by 
lawyers. Instead, the language and style are 
those a lawyer might use in illustrating to a 
client the sort of things he must do to comply 
with the act and the regulations established 
to enforce it. The author holds that “‘a defi- 
nite continuity runs through these statutes 
from the beginning of such legislation to the 
passage of the present law.” He, therefore, 
draws on administrative and judicial de- 
cisions for numerous illustrations and gives 
appropriate, though never burdensome, cita- 
tions. 

The book should find a place on the refer- 
ence shelves of marketing teachers though it 
discusses most topics in too much detail to 
make it a suitable text. Thus, the chapter on 
Food in Package Form deals largely with the 
meaning of the requirement that foods “‘in 
packaged form” must be labeled. What does 
the law deem to be a “package”? Does it 
apply to the shipping carton as well as to the 
small consumer unit? Or to both? If a bottle 
is the form of the consumer unit, must both 
it and its paper carton container be labeled? 
And how about fresh fruits? And how about 
bulk shipments? 

The advertising man likewise will be in- 
terested in such discussions as those dealing 
with the wording of brand names, e.g., names 
denoting foreign origins (pp. 196-205), the 
nature and permissibility of “trade puffing” 
(pp. 133-137), and similar topics. 

On the whole, in the reviewer’s opinion, 
the author has accomplished what he set out 
to do. 


H. E. ErpMan 


University of California 
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How War 1s Cuanoinc Paciric AREA 
Markets, by Pacific Advertising Associa- 
tion. (San Francisco, California: Pacific 
Advertising Association, 1943. Pp. IIo. 


$1.03, paper.) 


Propucts THE West Can Propuce AND Ap- 
VERTISING’S Part In MARKETING THEM, 
by Pacific Advertising Association. (San 
Francisco, California: Pacific Advertising 
Association, 1944. Pp. 140. $2.00.) 


These two volumes present a great deal of 
ably gathered statistical material which is of 
use to the market researcher as well as to the 
advertiser who wishes to “cover” the West 
Coast. Over fifty contributors have co- 
operated to round out the picture of wartime 
changes in the distribution of income and 
population of our Western states plus British 
Columbia, and to evaluate the postwar 
prospects of the Pacific area. 

The merits of this compilation are obvious: 
a reliable source of information has been pro- 
vided for those who wish to sell in this area 
and adapt their advertising to their pros- 
pects. Some of the information is served in a 
journalistic style, inviting new manufac- 
turers to the area without giving proper 
consideration to the interrelations of the 
Pacific area with other parts of the United 
States. This slight defect is more than com- 
pensated for by a number of very careful 
studies of the Pacific market and its barome- 
ters. Moreover, a solid piece of information 
is presented in the statistical appendix 
“Handbook of Wartime Marketing Informa- 
tion.” 

Among the most useful contributions are 
a brief report on Pacific “Farm Markets” 
by Professor H. E. Erdman, “Marketing 
Western Aluminum” by Dr. N. H. Engle, 
and “The Postwar Case of Wine” by John 
M. Alden. 

Three articles by Warwick S. Carpenter, 
Pacific Coast Manager of “Sales Manage- 
ment” magazine, should be mentioned. Mr. 
Carpenter records the story of the rise in 
Pacific buying power to levels which were 
unprecedented even in this country and dis- 
cusses the postwar tasks of the Western 
states. He succeeds in establishing quantita- 


tively that Western progress during the war 
was not based on elements of chance or 
arbitrary placement of war orders in the 
Pacific area but rather on inherent factors 
which made these states the natural points 
for the most rapid and most modern indus- 
trial developments of our time. Mr. Car- 
penter is, therefore, qualified to conclude 
that the same inherent factors will continue 
after the war to promote per capita income 
and population growth along the West Coast 
even after war orders have ceased. 

Harry Deane WOLFE 
Fersey City, New Fersey 


THe WuHo.EsALE Price STRUCTURE FOR 
ORANGES, WITH SPECIAL REFERENCE TO 
THE Cuicaco Auction Market, by David 
A. Revzan. (Chicago: University of Chi- 
cago Press, 1944. Pp. v, 109. $1.00, paper.) 


This publication is another in a series of 
studies published by the University of 
Chicago School of Business on the general 
subject of the Chicago Wholesale Fruit 
and Vegetable Market. In the previous 
works, Edward A. Duddy and David A. 
Revzan collaborated in the publication of 
studies which cover the major problems of 
the wholesale marketing of fruits and vege- 
tables in Chicago. 

The author’s purposes in conducting his 
investigations were: “‘to indicate the dif- 
ficulties involved in both general and specific 
price analysis ... to show the highly com- 
plex problems of this type of analysis . . . to 
show that mere averages as representations 
of particular commodity prices tend to con- 
ceal a whole body of material that might, 
when analyzed in detail, reveal the existence 
of those systematic relationships which in 
reality constitute an individual price struc- 
icc.” 

From a methodological point of view, the 
study achieved the objectives in two ways: 
(1) it has attempted to fit its approach within 
certain hypotheses of classical economics 
even while emphasizing institutionalism, and 
(2) it seems to supplement other investiga- 
tions which are primarily concerned with 
what would happen if certain hypothetical 
conditions were obtained, by making every 
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effort to show exactly how much “orderly 
behavior” actually takes place. Without 
doubt, the author has done an exceptionally 
good job in realizing the objectives which he 
set for himself. 

A word of commendation is due Mr. 
Revzan for the manner in which he selected 
and interpreted his data. In studying the 
data, one develops confidence in the findings 
of the author because of his skillful use of 
statistical devices. He has done a discrimi- 
nating and thorough piece of work in han- 
dling the quantitative aspects of his study. 

One shortcoming of the study (Revzan 
suggests this) is that of leaving the discussion 
of problems in the price-structure analysis to 
the final section. Much of the material in the 
last chapter could have been used to better 
advantage in the first chapter. 

The results of this study could be used 
advantageously to provide suggestions for 
(1) revising the index of wholesale prices of 
the Bureau of Labor Statistics; (2) making a 
more complete study of the growth and 
present position of agricultural co-operative 
marketing associations as price-controlling 
institutions; (3) further analyzing the supply- 
and-demand characteristics of oranges and 
the competition between orange and other 
fruit juices, both fresh and canned; (4) study- 
ing the problem of pro-rating, both by 
government and by private control, of ship- 
ments of agricultural and non-agricultural 
products among the existing markets. 

The work can, therefore, be classified as 
reference work of particular interest to a 
number of marketing students whose prob- 
lems fall into one or several of the categories 
given above. Marketing students and price 
economists will look forward to additional 
works of this type by Mr. Revzan. 

Hucu G. WALEs 
Washburn University 


Tomorrow’s Business, by Beardsley Rum. 
(New York: Farrar and Rinehart, 1945. 
Pp. 238. $2.50.) 

This thought provoking book is concerned 
with the role which business must play in the 
coming years if freedom in its broadest sense 
is to be attained. The conditions needed to 


achieve this goal are indicated; the final 
result will be the pursuing of the ideal of 
“business for freedom” instead of the too 
common one of “freedom for business.” 
These conditions, the concept of freedom, 
and the universal struggle for freedom con- 
stitute the subject matter of the first section 
of the book. 

The second portion of the book describes 
the position of business in the future trend 
towards freedom. The business of business 
must continue to be to provide: goods to use, 
jobs, and fields for the investment of savings. 
Moreover, business must make rules and 
exercise power over men and materials; in 
other words it must continue to be private- 
government as contrasted with public- 
government. There are numerous private- 
governments such as the family, the church, 
and labor unions. The existence of many 
private-governments as well as_public- 
governments has led and will probably 
continue to lead to frictions or conflicts 
which will call for solutions or remedies. 
Labor unions, international trade, and 
cartels come in for special treatment in this 
connection. 

The structure of business is vividly por- 
trayed. Power is indicated as being located 
in the board of directors and the principal 
officers of the corporation. This has resulted 
in an inequitable representation of the parties 
governed by this form of private govern- 
ment. The stockholders, the vendors, the 
customers, and the employees are the parties 
governed by the corporation. This inequi- 
table representation is antithetical to free- 
dom: Mr. Rum] has a plan to remedy this 
situation which merits consideration. 

The efficacy and desirability of profits and 
compensation of management as energizers 
of economic activity receive admirable treat- 
ment. This more or less lays the foundation 
for the author’s advocacy, in the third sec- 
tion, of the abolition of taxes on corporate 
profits. To this reviewer the discussion is 
more laudatory of business than experience 
in many cases would seem to warrant. 

The third section, “Fiscal Policy and 
Private Business,” deals with the relation- 
ship between business and public govern- 
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ment which, the author feels, should prevail 
in the future, if freedom is to have fertile 
ground for growth. Profits and opportunities 
for profits are prime requirements for busi- 
ness to function. Purchasing power (money) 
is an indispensable part of the environment 
for profits. Much of the purchasing power is 
the result of the functioning of private 
banks. Public government must supervise 
these banks to prevent this money from 
“coming to rest.” This intervention is em- 
bodied in the fiscal and monetary policies of 
the national government. 

Various aspects of the policies of this 
government receive careful analysis and the 
conclusions drawn are worthy of considera- 
tion by all students of social and economic 
problems. The following are some of the 
subjects discussed: the national budget, the 
shifting and incidence of various taxes and 
their effect upon the three-fold business of 
business, the financing of government by 
borrowing, the proper use of public works, 
and the great benefits of stabilizing the con- 
struction industry. 

The book’s contribution is the clear indica- 
tion of the role which business of tomorrow 
must play. The discussion is replete with 
many sage conclusions which might merit 
further discussion and amplification. One 
deficiency of the book to this reviewer is that, 
while indicating the general nature of some 
of the changes which are desired, very little 
is said as to how these changes are to come 


about. 


E. J. SHEPPARD 
Purdue University 


Tue Hovusinc Market in New York Ciry, 
by Herbert S. Swan. (New York: Reinhold 
Publishing Corporation, 1944. Pp. vi, 204. 
$2.00.) 


The housing market in any large American 
city is quite different from the market for 
any other commodity. The author recognizes 
this and discusses, at length, the philosophy 
of housing, presenting a complete description 
of the effect of each of the many and varied 
factors which influence demand and supply. 
There are few commodities or services in 
New York for which the market structure is 


more complex. Demand is in a constant state 
of flux while supply at any particular 
moment is fixed. 

As far as demand is concerned, new fami- 
lies are always being created, old ones dis- 
solved, their size increased or diminished, 
and the space they require is expanded or 
contracted. They move about constantly; 
seek more expensive places or cheaper quar- 
ters; cease paying rent and buy. The char- 
acter of the neighborhood changes, and 
families sell to buy somewhere else. On the 
supply side, an apartment house once built 
stands on its particular site regardless of cur- 
rent market demand, neighborhood changes, 
or the ups and downs of the pay envelope. 
It takes six months to a year to build a house 
but only a day to move from one house to 
another. 

The principal factors affecting demand 
and supply for rental dwellings in New York 
City, and the effect of each one, are discussed. 
These include the rate of family formation 
and family dissolution, in-migration and 
out-migration, intra-city shifts of population, 
new construction, shifts in places of employ- 
ment, structural obsolesence and demoli- 
tions, and rent paying ability of eligible 
tenants. 

In general, what is said of New York is 
nearly as applicable to any other large com- 
munity. This is equally true respecting the 
pages on the impact of the depression, the 
cause of blight, housing in the postwar 
period, governmental interference, and de- 
centralization. The unique character of New 
York, however, dominates consideration of 
the market for rental family units and for 
owned homes. New York’s almost universal- 
ly accepted October first leasing date fortu- 
nately is not prevalent elsewhere. The rent 
laws described are, of course, also character- 
istic of New York alone. 

Especially interesting is the discussion of 
the market for rental dwellings as opposed 
to owned houses. Each market is considered 
separately, yet there is a constant keen 
competition between them. The analysis of 
the difference in supply and demand factors 
leading one market to be fluid, the other 
much more stable, is notable. 
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The final chapter on residence construc- 
tion and business trends presents a discus- 
sion of the relationship of city development 
to the master plan. Many of the factors are 
presented which influence fluctuations in 
building construction, such as, cost of build- 
ing, population growth, interest rates, long- 
term mortgages, amortization, and even 
subway construction and the provision of 
hotels, stores, office buildings, and industrial 
plants. The author finally discusses the build- 
ing cycle and its measurement by sub- 
division activities, deeds and mortgages 
filed, interest rates, and foreclosures. 

Unfortunately, the reader who wishes to 
find the answer to all of his housing problems 
in New York will be disappointed. The 
author raises more questions than he 
answers. 

This book, lithographed from typewritten 
copy, is more difficult to read than it would 
have been had it been set in type. The sub- 
ject-headings, numerous throughout the 
book, break the monotony of the page ap- 
pearance. The full-page charts, of which 
there are 16, are well presented and add con- 
siderably to the value of the work. 

Howarp Wuipp_e GREEN 
Cleveland, Ohio 


THE ADVERTISING SMOKE ScrEEN, by Blake 
Clark. (New York: Harper and Brothers, 
1943. Pp. 228. $2.00.) 


This book contains thirteen chapters of 
which eight are concerned with advertising 
of particular products and five deal with 
general economic problems of advertising, 
including truth in advertising and advertis- 
ing in wartime. 

The type of advertising considered is the 
“familiar advertising to sell goods rather 
than that used to influence opinion.... 
Broadly speaking, there are two kinds of 
product advertising—that which introduces 
a valuable new article and that which at- 
tracts the consumer to a particular type of 
brand of product already accepted.” Clark 
questions the social value of competitive 
advertising. 

The bulk of the book (pages 19 to 200) is 
concerned with various complaints, stipula- 


tions, and orders issued by the Federal Trade 
Commission on the advertising of cigarettes, 
dentrifices, laxatives, hair treatments and 
preparations, products designed to combat 
obesity, cold remedies, vitamins, and head- 
ache remedies. After reading these chapters, 
one gets the general impression that adver- 
tising is, on the whole, misleading and used 
to sell harmful and worthless products. 

Mr. Clark is of the opinion that advertis- 
ing in wartime should be devoted primarily 
to war efforts and not to product advertising. 
He laments the fact that in a single issue of 
Life magazine, only four out of forty-three 
full page advertisements were bona fide war 
appeals. He further argues that advertising, 
in an effort to curtail inflation, should urge 
the public not to buy. 

It must be conceded that there is some dif- 
ference of opinion both on the part of ad- 
vertising men and others as to the proper 
role of advertising in wartime. However, the 
fact remains that advertising has done an 
outstanding job in wartime and if advertising 
other than the minimum absolutely essential 
to secure the sale of actual current output 
should be banned, the Government would 
have to assume the burden of financing the 
educational campaigns now conducted by 
private business. In addition, since maga- 
zines, newspapers, and radio derive a con- 
siderable portion of their revenues from ad- 
vertising, and since their continued existence 
is of vital importance to the nation, it would 
probably be necessary to provide subsidies 
to keep them going. Aside from the cost, the 
political possibilities inherent in such sub- 
sidies are apparent. 

On the whole, Mr. Clark has done a 
creditable job of discussing the misuse of 
advertising. Some of his evidence is limited, 
however, and not conclusive. Furthermore, 
the book does not reveal the recent interest 
in informative advertising and the recogni- 
tion of advertising’s social responsibility by 
leaders in the field. It does comment favor- 
ably on publications of high ethical standing 
and the efforts of advertising to eliminate 
false claims. 


KENNETH DAMERON 
Ohio State University 
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Tue Bic Store, by Chase Going Wood- 
house. (New York: Funk and Wagnalls, 
1943. Pp. xi, 196. $1.50.) 

The subtitle, “Opportunities in Depart- 
ment Store Work”’ and the listing as one of 
the Kitson Careers Series indicate that the 
purpose of this book is to help youth answer 
the question, “Where can I find a niche in 
the world of jobs?” 

The author presents material gathered in 
interviews with executives and others of 105 
department stores located across the coun- 
try. The arrangement of the material is con- 
ventional, beginning with the history of the 
department store, store organization, what 
typical jobs offer, store operation, finance, 
and control. 

The book offers a comprehensive treat- 
ment that will be useful to many vocational 
counselors who seek a factual description of 
jobs in the department store. It will be help- 
ful to the youth who seeks a reference book 
rather than a vital interpretation of the de- 
partment store. 

It does not describe how it really feels to 
work in a store nor how the top executives 
got where they are. This lack of feeling tone 
can be corrected by the teacher of courses 
in occupations who has had first hand ex- 
perience in store work and contributes his 
personal feelings and the feeling tones ex- 
perienced by others who work in department 
stores. 

Harry W. Hepner 

Syracuse University 


Booxs RECEIVED 


Letters and Lettering, by Paul Carlyle, and Guy Oring. 
(New York: McGraw-Hill, 1943. Pp. 159. $4.00.) 


This little book is meant for the art director, the 
advertising man, and the printer or publisher. Its claim 
is that the manner in which advertising is presented 
largely governs its effectiveness and that lettering can 
play a decisive part with respect to manner. Lettering 
can “lend distinction to an advertisement; it can impart 
a flavor, set a mood, it can cunningly emphasize or 
unerringly create an atmosphere of exquisiteness, smart- 
ness, strength, or ‘quality’; it can point up the meaning 
of any message; it can invite readership and itself con- 
tribute interrupting impact.” 

For the benefit of the artist and advertiser, over 100 
pages are devoted to the presentation of letters in 
scores of sizes, shapes, styles, and descriptions. Sections 


are devoted to script, exotic lettering, expressive letter- 
ing, and to letters ranging from the classic to the 
oriental. A final 20 pages are devoted to the major type 
styles with which the lettering artist must be familiar 
if lettering and type are to be used together. 


Fundamental Business Law, by Jay F. Christ. (Chicago: 
American Technical Society, 1945. Pp. xi, 332. 
$3.00.) 


This is an effort to present a straight-forward state- 
ment of the principles of common law with which the 
average person would be most concerned. The principles 
are presented as Rules—363 in all. Each is discussed 
briefly and illustrated with facts drawn directly from 
actual court cases. 

The extensive alterations of common law by statute 
in various jurisdictions are not considered, nor is there 
any consideration of the general mass of regulatory 
activities of government. A special point is made to 
present only the broadest, generally applicable principles 
and to indicate those kinds of problems which most 
require expert legal counsel to solve. The largest part 
of the book (112 of the 363 rules) is devoted to contracts. 
Sixty-two rules of real property are presented. Lesser 
space is given to sales, agency, partnerships, and corpo- 
rations, bailments (primarily with respect to carriers), 
negotiable instruments, and insurance. Special short 
chapters are devoted to employers’ liabilities for injuries 
to employees, and to counterfeit money. 

There is a list of questions and problems for each 
chapter. The index is thorough. No attempt is made to 
refer to legal cases in court reports. 


An Analysis of Effective Sales Manuals, by Dartnell 
Corporation. (Chicago: The Dartnell Corporation, 
1944. Pp. 85. $5.00.) 


This notebook, containing some 85 lithographed 
pages and a score or more of unnumbered charts and 
illustrations, presents an analysis of some three hundred 
actual sales manuals in use. These are discussed and 
reasons for variation between companies are pointed 
out. Consideration is given to the purpose of manuals, 
the material to be included, the form to use, technical 
devices that add effectiveness, frequency of revision, 
and other topics. 

Simply because so many actual experiences are used, 
such a volume as this may be of help to teachers and 
business men alike. 


Distribution Methods and Costs, Reports of the Federal 
Trade Commission, Parts III and IV, 1944. (Wash- 
ington: U. S. Government Printing Office. Pp. 50, 
¢.10, and pp. 189, $.25, respectively.) 


These reports are the second and third to be published 
by the Federal Trade Commission in its series of studies 
on distribution methods and costs. Part I, dealing with 
food products was reviewed in the January 1945 issue of 
THE JOURNAL OF MARKETING. Parts III and IV follow 
the same pattern. Comments made in the review of the 
earlier publication are equally applicable to these. 
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Part III concerns lumber, paints and varnishes, and 
Portland cement. Part IV covers petroleum products, 
automobiles, rubber tires and tubes, electrical house- 
hold appliances, and agricultural implements. The 
description of petroleum distribution is much the most 
comprehensive of any of the analyses printed to date. 

Part II has not as yet been completed. 


Economics for Consumers, second edition, by Leland J. 
Gordon. (New York: American Book Company, 
1944. Pp. xiv, 666. $3.75.) 

The first edition of this text was reviewed at length 
in the January 1940 issue of THE JOURNAL OF MARKET- 
nc. So much has happened since the May 1939 publica- 
tion, however, that the author has felt revision badly 
needed. A complete new chapter has been added cover- 
ing functions and responsibilities of consumers in war- 
time and the special governmental aid to consumers 
since 1940. A second new chapter presents a critical 
appraisal of the importance of weights and measures to 
consumers and of the inadequate enforcement of our 
regulatory laws. 

Many changes have been made throughout the book 
to incorporate the findings of recent research investiga- 
tions and to discuss our experience with more recent 
legislation. 


The Road to Serfdom, by Friedrich A. Hayek. (Chicago: 
University of Chicago Press, 1944. Pp. xi, 250. 
$2.75.) 


Professor Hayek maintains that Fascism and Nazism 
were the necessary outcome of socialistic tendencies. 
There is a fundamental clash between over-all planning 
and democracy. Private property is “the most impor- 
tant guarantee of freedom,”’ and liberalism can only be 
rooted in a competitive economic system. The preserva- 
tion of competition is compatible with government 
regulation of hours of work and sanitary conditions and 
an extensive system of social service. The State may 
have to step in to make competition more effective by 
preventing fraud and deception and by: breaking up 
monopolies. However, a mixture of competition and 
central direction will not work. In short, Hayek is not 
opposed to planning for competition but he is deadly 
opposed to planning against competition. 

The complexity of modern civilization does not make 
over-all planning inevitable. Those who contend that 
technological changes have made competition increas- 
ingly impossible and that the only choice is between 
control of production by private monopolies and govern- 
ment direction misapprehend completely the working 
of the competitive order. It is the very complexity of 
modern conditions that makes competition the only 
method by which coordination of economic affairs can 
be adequately achieved without arbitrary control over 
our lives either by the State or by powerful monopolies. 

A central planning board is in no position to cope 
with the constantly changing conditions of demand and 
supply of different commodities: “It is incredibly 
clumsy, primitive and limited in scope.” Under the 
competitive order, however, entrepreneurs guided by 
price movements can make the necessary adjustments to 


changing situations of steadily increasing complexity. 

The abandonment of 19th Century liberalism is par- 
ticularly unfortunate on the international front. “It is 
one of the most fatal illusions that, by substituting 
negotiations between states or organized groups for 
competition for markets or for raw materials, interna- 
tional friction would be reduced.” Those who advocate 
economic planning by a super-national economic author- 
ity to meet the dangers of national economic rivalry, are 
not aware of the greater difficulties and dangers which 
their proposals create. 

Hayek advocates an international political authority 
based on the principle of federation. It would not direct 
what different people will do but would exercise a nega- 
tive kind of authority especially with respect to restric- 
tive measures adopted by one state which damage the 
economic interests of other states. 


Theory of National Economic Planning, by Carl Lan- 
dauer. (Berkeley, California: University of California 
Press, 1944. Pp. 189. $2.00.) 


Professor Landauer undertakes to present a theoreti- 
cal framework for a fully planned economy based on 
personal freedom, private property, and individual 
initiative. 

The central direction of the planned economy lies in 
the hands of a planning board composed of experts. 
On issues which can only be decided by political power, 
it will receive instructions from the legislative body. 

The planning board’s own function involves estima- 
tion of the kinds and quantities of products and services 
people will wish to purchase (in order to preserve the 
free choice of consumers) in view of the capacity of the 
nation to produce the various things. Factories, mines, 
and other producing agencies would be persuaded to 
match (in total) consumer demands by government 
guarantees of purchase of fixed volumes of output at 
specified maximum prices. The producers must advise 
the planning board what they intend to make and what 
quantities of labor, materials, and equipment will be 
needed. No special control would apply to distributive 
and service trades or to smaller producers. 

In order to maintain the use of money, free consumer 
choice, and private property, it is necessary for the 
planning board to assure that total demand values cor- 
respond with supply values; otherwise the planned 
production and consumption would not take place. 
Labor is free to move as it pleases and negotiate its wage 
agreements with management. In the case of conflict, 
however, arbitration boards would undertake to ap- 
proximate “the economically correct wage.” Similar 
provisions are made for saving and investment. 

The latter half of the book is devoted to international 
economic relations and ethical and cultural values in a 
planned economy, and to partial or incomplete planning 
systems. 


Providing for Unemployed Workers in the Transition, 
by Richard A. Lester. (New York: McGraw-Hill, 
1945. Pp. xi, 152. $1.50.) 

This volume, one of the research studies sponsored by 
the Committee for Economic Development, recom- 
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mends a series of actions by the state and federal govern- 
ment to cope with such unemployment as occurs in the 
period of transition from a war to a peace economy. 
Preliminary consideration is given to the probable 
volume and duration of unemployment, but only 
roughly and as a basis for better appraising the kind of 
measures which will be most appropriate. 

It is notable that the author expects the total labor 
supply to remain virtually unchanged from that existing 
at the peak of war production in 1944. The volume of 
unemployment, therefore, will be determined by the 
changes in demand for labor. Physical reconversion 
problems and frictional delays will cause a considerable 
amount of short term unemployment, but the real 
concern is the level of spending for goods by the people 
and by industry. 

The major emphasis in this book is on measures to 
cope with short term unemployment. Compensation 
should be the chief means of providing for those out of 
work, but Congress and the state legislatures should 
extend the coverage of existing laws, provide a mini- 
mum of $20 a week for 26 weeks and provide a federal 
guarantee fund to support state funds. Relief grants 
should supplement compensation to provide for those 
not covered adequately otherwise. 

A transition program of education and training should 
be established particularly to assist persons experienc- 
ing “reconversion” and “frictional’’ unemployment. 
Flexibly planned public works programs should be pre- 
pared now and held in readiness to meet any level of 
unemployment. (This does not include programs of the 
leaf-raking variety.) Finally, contract termination 
agreements should provide for limited dismissal com- 
pensation, and a national policy of shortening the work 
week below prewar levels should be announced. 


The Control of Germany and Fapan, by Harold G. Moul- 
ton and Louis Marlio. (Washington: Brookings Insti- 
tution, 1944. Pp. xi, 116. $2.00.) 


Simple and adequate economic control measures to 
limit the war-making powers of Germany and Japan 
are extremely difficult to find. Indeed, the whole problem 
of economic controls over these nations is very much 
more complex than the common superficial accounts 
would indicate. Territorial readjustments designed to 
bring about a material reduction in industrial power 
would not suffice. Economic plans designed to destroy 
the industrialism on which war power rests are imprac- 
ticable. Indirect and partial control systems involving 
merely the allocation of strategic materials would be 
quite inadequate. 

The greatest hope of economic control over Germany 
lies in restriction on the manufacture of electrical 
power, aluminum ingots, synthetic oil, and aircraft, and 
the elimination of civil aviation. In the case of Japan, 
importation of raw materials to make aluminum should 
be prohibited, as should the manufacture of aluminum 
ingots; synthetic oil production should be suppressed, 
no oil refineries should be allowed to exist; aircraft pro- 
duction should be stopped, and civil aviation forbidden. 
In addition, Japan’s colonies should be taken away. 

All of these measures together, however, will prove 


inadequate over the years for a great variety of reasons, 
They must, therefore, be buttressed by military control. 
Force must be immediately available at all events to 
insure the effectiveness of economic control. 

The Control of Germany and Fapan is a very readable 
little book, largely devoted to the presentation of con- 
clusions reached by its authors after extensive research, 
Students of international economics may wish that some 
of the original material had been made available. As it is, 
however, the book appears very straightforward and 
meaty. 


The Yearbook of Retailing, Proceedings of the 25th An- 
nual Convention. New York: National Retail Dry 
Goods Association, 1944. Pp. 186. $5.00.) 


This is the verbatim report of the four day convention 
held in September at Chicago by the Controllers Con- 
gress of the National Retail Dry Goods Association. 
Some 22 subjects were brought up for discussion, with 
primary emphasis on taxation and special wartime oper- 
ating problems. Particularly thorough reports were made 
with respect to the handling of physical inventories and 
the handling of accounts payable records; but the re- 
ports on sales auditing, COD’s, and stock shortages are 
worthy of attention by those interested in practical 
retail operation. A full session was devoted to the sub- 
ject of fire and casualty insurance. 

Beardsley Ruml’s proposed national tax policy for the 
postwar period and Ernest Olrich’s report on the 
disposal of government surpluses will be of interest to 
all marketing students. 

An index to the reports of the conventions held be- 
tween 1939 and 1943 is appended. 


Retailers Manual of Taxes and Regulations, edited by 
Paul C. Olsen and others. (New York: Institute of 
Distribution, 1945. Pp. 189.) 


This is the eighth edition of the Institute of Distribu- 
tion’s invaluable manual on taxes and regulations. No 
attempt is made to do more than simply list the taxes 
and give the gist of the law in the briefest possible 
terms. It is a commentary on the degree of govern- 
mental activity affecting retail trade that such a manual 
should require 189 pages. 

The material is divided into eight sections as follows: 
Federal and State Sales, Occupational, and Excise 
Taxes; State Chain Store Taxes; State Business and 
Occupational Restrictions; Federal and State Trade 
Practice Regulations; Wage and Labor Restrictions; 
Federal and State Taxes on Property, Income and 
Profits; Wartime Regulations Affecting Retailers; 
Municipal Ordinances Affecting Retailers. 


The Organization, Administration, and Supervision of 
Business Education, by Earl P. Strong. (New York: 
Gregg Publishing Company, 1944. Pp. xx, 356. 
$2.00.) 


This is volume 6 in the Gregg Business Education 
Series. It describes federal, state, and local organizations 
for the administration of business education, the cur- 
ricula of various types of schools engaging in this work, 
and organization of the schools themselves. An exten- 
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sive discussion is given to the responsibilities of govern- 
ment in supervision and administration. The book is 
most comprehensive in its coverage of the many agencies 
of business education. Full consideration is given not 
only to the more common schools but also to extension 
courses, correspondence schools, trade association 
schools, and others. 

A long list of tables present the statistics of the 
phenomenal growth in enrollment of students for busi- 
ness courses in colleges, high schools, and academies and 
of the loss of enrollment in private business colleges. 
Similar tabulations show the courses of study offered in 
these schools, the fields of major concentration, subject 
requirements, and other relevant information. An 
unusually comprehensive bibliography requires the last 
30 pages. 

It is worthy of notice that analyses of business cur- 
riculum enrollments in colleges showed that the per- 
centage of students enrolled in marketing and mer- 
chandising had doubled between 1933 and 1941. Even 
so, only 20 per cent of the students had registered in this 
field, despite the fact that the 1930 Census analysis of 
occupational opportunities for college graduates showed 
$9 per cent of the opportunities in the marketing field. 


Postwar Economic Society, edited by Arnold J. Zurcher 
and Richmond Page. (New York: Institute on Post- 
war Reconstruction, New York University, 1944. 
Pp. x, 306. $3.00.) 

This is the third volume in the series published by the 
Institute on Postwar Reconstruction on the urgent 
economic and social issues of the years just ahead. A full 
review of the second volume (Postwar Goals and Eco- 
nomic Reconstruction) will appear in the next issue of 
the Journal. Each volume contains a group of addresses 
delivered before the successive conferences of the 
Institute. 

A total of 20 addresses are included in Postwar Eco- 
nomic Society. These center primarily about the follow- 
ing subjects: (a) the place of cooperatives in postwar 
society, (b) the problem of urban development, (c) 
education in postwar America, (d) the medical profes- 
sion in postwar society, (e) postwar overseas transporta- 
tion, and (f) war and postwar population shifts. Two or 
three speakers appeared on each of the above subjects 
except the last. Without exception the speakers are 
distinguished authorities in their fields and, on the 
several subjects, represent different shades of political 
and social thought. 

















A.M.A. Notes 


ROSS M. CUNNINGHAM 
Editor 





The 1945 Spring Conference which had 
been scheduled for June in Boston under the 
sponsorship of the New England Chapter 
was cancelled because of the regulations is- 
sued by the Office of Defense Transportation. 
There is, naturally, much uncertainty at this 
time concerning the possibility of a fall con- 
ference. If regulations should be relaxed, 
however, a meeting probably will be held in 
New York and sponsored by the New York 
Chapter. The New England chapter will 
sponsor the Spring Meeting in 1946, condi- 
tions permitting, and dates have been set 
for May 15, 16 and 17. 

President Donald Hobart called a meeting 
of officers, directors, and committee chair- 
men in New York in June. This meeting con- 
formed to regulations of the O.D.T. and was 
held in order that the various activities of 
the Association, particularly the work of the 
committees, could be thoroughly discussed 
and plans made for activities during the re- 
mainder of the year. 


A.M.A. Committees at Work 


Many members do not fully realize the 
nature and extent of the work carried on by 
various committees of the American Market- 
ing Association which are appointed by the 
President. The constructive accomplish- 
ments of the Association in the past fre- 
quently have grown out of the work of com- 
mittees and there are currently several com- 
mittees actively at work on topics of impor- 
tance to the marketing profession. These 
committees and the chairmen appointed by 
President Hobart are as follows: 


Committees and Committee Chairmen for 1945 
Auditing: George G. Phair, W. F. Schrafft & Sons Corp., 
Sullivan Square, Boston, Mass. 
Aviation: E. Earle Lothrop, Curtiss-Wright Corpora- 
tion. Address mail to: 88 Llewellyn Avenue, Bloom- 
field, New Jersey. 
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Chapter Activities: Lyman L. Hill, Servel, Inc., Evans- 
ville 20, Indiana. 

Consumer Credit: Dr. Rolf Nugent, Russell Sage 
Foundation, Director Department of Consumer 
Credit, 130 East 22nd Street, New York 10, New 
York. 

Constitution and By-Laws: Howard Whipple Green, 
1001 Huron Road, Cleveland 15, Ohio. 

Cooperation and Sales Training: G. Henry Richert, 
Business Education Service, U. S. Office of Educa- 
tion, Washington, D. C. 

Industrial Marketing: John C. Spurr, Manager of Re- 
search Development, McGraw-Hill Publishing Co., 
McGraw-Hill Building, 330 West 42nd Street, New 
York, New York. 

Marketing Definitions: Ralph S. Alexander, Columbia 
University, New York, New York. 

Marketing Research Activities: William W. Heusner, 
Pabst Sales Company. Address mail to: 920 Edgemere 
Court, Evanston, Illinois. 

Marketing Statistics: Howard H. McClure, Assistant to 
Secretary of Commerce, Department of Commerce, 
Washington, D. C. 

Membership: Richard L. Edsall, James Thomas Chirurg 
Company, Director of Research, Park Square Build- 
ing, Boston 18, Mass. 

Membership Recognition: Ralph C. Greiner, McGraw- 
Hill Publishing Co., 1510 Hanna Building, Cleve- 
land 15, Ohio. 

Nominating: Howard Whipple Green, 1001 Huron 
Road, Cleveland 15, Ohio. 

Personnel and Placement: George H. Allen, Cooperative 
Analysis of Broadcasting, 11 West 42nd Street, New 
York, New York. 

Price and Price Control: Dr. E. T. Grether, University of 
California, Berkeley, California. 

Professional Standards and Studies: Arch M. Crossley, 
Crossley, Inc., 330 West 42nd Street, New York 18, 
New York. 

Survey Techniques: Everett R. Smith, MacFadden 
Publications, 205 East 42nd Street, New York 17, 
New York. 

Teaching Materials: Professor Edmund D. McGarry, 
University of Buffalo, Buffalo, New York. 


One of the purposes of the meeting held in 
June was to permit oral reports of committee 
chairmen and opportunity for thorough dis- 
cussion of committee activities. This idea 
was initiated at the Philadelphia meeting in 
June of 1944 by Howard Green, then Presi- 
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dent of A.M.A. It was continued in Chicago 
in the fall of last year and has proved of such 
substantial benefit that semi-annual meet- 
ings of officers and committee chairmen, 
usually the day before conferences begin, will 
become standard practice. 

The Market Research Techniques Com- 
mittee, of which Everett Smith is Chairman, 
has a particularly ambitious program and 
has found it necessary to subdivide the work 
among a series of sub-committees. These 
sub-committees include: 


1. Definition of Objectives: Chairman, Paul Stewart— 
D. E. Robinson, Elmo Roper. 

2. Procedure for Gathering and Analyzing Available 
Data: Chairman, Chester E. Haring—Archibald 
Crossley, Neil DuBois, Morris Hanson, Vergil Reed. 

3. Questionnaire Formulation: Chairman, Archibald 
Crossley—Albert Haring, Lyman Hill. 

4. Validation of Sample: Chairman, Theodore Brown— 
Raymond Franzen, D. E. Robinson. 

5. Selection, Training, and Supervision of Field Staff: 
Chairman, Vergil Reed—George Gallup, Elmo 
Roper. 

6. Statistical Methods and Terms as Applied to Research: 
Chairman, Wroe Alderson—Albert Blankenship, 
Lawrence Lockley. 

7. Analysis and Interpretation of Results: Chairman, 
Neil DuBois—Archibald Crossley, Morris Hanson. 

8. Farm Buying Power Classifications: Chairman, 
Franklin Cawl—Robert Browne, Albert Haring, 
Lyman Hill. 

9. Ethics: Chairman, Wilford White—Albert Haring. 


News of Members 


Donald R. G. Cowan, past President of 
A.M.A. and active in the Association for 
many years, has established his own office as 
Management Counselor in the Cuyahoga 
Building, Cleveland, Ohio after resigning 
from Republic Steel Corporation. He is 
working with analyses of marketing and 
sales problems and with industrial economics 
and management problems. He is also teach- 
ing courses in Sales Management and 
Marketing of Industrial Goods at Cleveland 
College, Western Reserve University. 

It is with great regret that we learn from 
Professor Paul D. Converse of the death of 
T. Eugene Beattie in Italy. He was in the 
Armed Forces serving in the finance section. 
Mr. Beattie was a frequent contributor to 
THE JOURNAL OF MARKETING in the field of 


chain store public relations and more re- 
cently has made many contributions on 
Italian marketing practices, one of which 
appeared in the April issue. The passing of 
such a promising scholar and writer in the 
field of marketing is a very real loss to the 
profession. 


CHAPTERS IN ACTION 


New Chapters—Pacific Northwest and 
St. Louis 


The number of active chapters of A.M.A. 
has risen to fourteen now with the addition 
of the Pacific Northwest Chapter and the 
St. Louis Chapter. A.M.A. welcomes these 
two organizations and wishes them great 
success. Their officers are as follows. 

Pacific Northwest Chapter: President, Roy C. Marshall, 
Sunset Outdoor Advertising Company, 1015 Eastlake 
Avenue, Seattle, Washington; Vice-President, Charles 
J. Miller, University of Washington, Seattle 5; Execu- 
tive Committee, Jerry J. Crollard, Ruthrauff & Ryan, 
Inc., Seattle, Washington; Robert C. Story, Seattle 
Chamber of Commerce. 

St. Louis Chapter: President, Father Bernard W. 
Dempsey, Regent, St. Louis University, School of 
Commerce and Finance, St. Louis, Missouri; First 
Vice-President, F. C. Weber, D’Arcy Advertising 
Company, St. Louis 3; Second Vice-President, Miss 
Bee Angell, Bee Angell and Associates, St. Louis; 
Secretary-Treasurer, Charles R. Frederick, St. Louis 
Chamber of Commerce, 511 Locust Street, St. 
Louis 1; Program Committee Chairman, Lester M. 
Abbott, Ralston-Purina Company, St. Louis; Mem- 
bership Committee Chairman, John W. Barry, Uni- 
versal Watch Company, St. Louis. 


Development of New Chapters 


Welcome word comes from Montreal, 
Canada, that the group of A.M.A. members 
in that city are moving actively to organize 
a chapter. Montreal will be our first inter- 
national chapter. 

There is no question but that the next few 
years will see a great growth in membership 
of the Association in total and in the number 
of active chapters. Inasmuch as a chapter 
can start with as few as fifteen A.M.A. mem- 
bers in the areas not now served by chapters, 
any members who would like to organize a 
local group and apply for recognition as a 
chapter should get in touch with Lyman Hill, 
or with the Secretary. 
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